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I. INTRODUCTION 


A. GENERAL 

The mission of the Naval Postgraduate School (NAVPGSCOL), 

as defined by the Secretary of the Navy (SECNAV), is 
To conduct and direct the advanced education of commis- 
Sioned officers, and to provide such other technical and 
proressional instruction as may be prescribed to meet the 
needs of the Naval Service; and in support of the fore- 
going, to roster and encourage a program of research in 
order to sustain academic excellence. (Ref. i:p. 1] 

As this mission statement recognizes, quality instruction, 
coupled with a strong research program, are indispensable 
elements or advanced education. However. while teaching has 
been directly funded in the past through Operations and 
Maintenance. Navy :‘U&e&M.NI monies, researcn has been funded 
through reimbursables. SECNAV has directed CNO to ensure 
that. in the future, NAVPGSCUL’s research program will] 
receive a sufficient. consistent level ofr funding within tne 
fey) GuUdzgetary process. SECNAVINST /O40.18. states. am part, 
ema t 

Changes to current procedures to rinance academic researcn 


at the Naval Postgraduate School are required to ensure 
ape sui ticwent Tunding is providied. to establish increased 


Tinancial control, and to ensure that the program is re- 
Sponsive to the needs or Secretary or the Navy (SECNAY). 
Chiet ot Naval Operations ‘(CNO), and Commandant of the 


Marine Corps (CMe). Under current procedures, academic 
research sponsored by DON activities is being perrormed 


by the NAVPGSCOL on a reimbursable basis. In order to 
remove tne fiscal uncertainty inherent in this approach, 
we will begin to mission tund all such work through the 


school’s Uperation and Maintenance (U&M.N) operating 


budget erfective FY 1988. This new approach is consistent 
with the fact that academic research is an integral part 
of the academic curriculum and should therefore be funded 
as an element of the NAVPGSCOL’s educational mission re- 
quirements. Some reimbursable activity in support of 
special programs and other DoD needs will be conducted. . . 
This policy will ensure that appropriate resource levels 
are applied in our budget in consonance with DoN objec- 
tives. (CRef. Z2:p. 1] 


Hence, commencing in FY1988, research will be directly funded. 


B. REASON FOR CONDUCTING THIS STUDY 

Changing the method used to fund research will. in turn, 
affect the accounting systems used. There are also duplica- 
tions in the existing accounting systems and procedures 
which require evaluation. Accordingly. the question asked 
by this thesis is, "What is the most cost-erfective. useful 
and erficient method of accounting for NAVPGSCOL research 


money, given the projected changes in runding:" 


Ce METHEDEEUE™ 
Data for this thesis were gathered through interviews as 
i Oleows : 
1> Various personnel from the Academic Departments, Reée- 


Search Administration Office, the Comptroller’s Depart- 
ment. and Supply Department were queried as to their 


duties. Document disposition was tlowcharted and 
traced, and internal controls were examined. 
Le Several Academic Chairmen and Principal Investigators 


were interviewed regarding their usage of the informa- 
tion contained on the Research Administration Orrice 
(RAU) Report versus that available on the Comptroiler's 
Report. Their opinions of the currency, timeliness and 
accuracy of the RAO report were solicited. Further, 
they were asked if they found any of the inrormation on 
the RAU report extraneous. whether or not they required 


NE; 


additional information, and if they would prefer 
changes to the report format. Investigators were also 
asked to describe any need for financial! information 
concerning their projects which might have been 
expressed by sponsors in the past. 


3) Interviews were conducted with the Deputy Comptroller, 
the Supervisory Fiscal Analyst, Reimbursable Account- 
ing, the Budget Officer and the Director of Research 
Administration to determine their research accounting 
information needs. They provided much information 
concerning NAVPGSCOL procedures and the design of the 
present accounting systems. 


4) The official in charge ofr the [Internal Review program 
was interviewed concerning the status and design of the 
Internal Contro! and Internal Review programs which are 
currently being implemented. 


5) The capabilities of the WANG computer (currently used 
to maintain the Comptroller’s memorandum records) were 
examined, and software options were explored. 


6) Interviews were conducted with personne! from Naval 
Supply Center, UVakland (the Authorized Accounting 
Activity (AAA) for the schoo!), Field Support Activity 
t(NAVPGSCOL’s major claimant), and NAVCOMPT to determine 
their respective roles, and the form in which account- 
ing intrormation is aggregated and utilized by each. 


Additionally, appropriate instructions, government 
accounting manuals and publications were reviewed. 


~! 


lt was the intent of this thesis to analyze tne account- 
ing system presently in use within the context ofr government 
PEmemciples or accounting and internal control. Having noted 
the various needs or users and determined the most cost 
errective way or meeting them. an accounting system was 


recommended for use. 


dod 


De THESIS ORGANIZATION 

This thesis is divided into six chapters. Chapter | 
states the reason for conducting this study and discusses the 
research methodology and the interview formats. Chapter II 
discusses important aspects of federal accounting and 
internal control systems. Chapter II! addresses NAVPGSCUL’S 
accounting system. Further, it explains how research is 
trunded and budgeted. Chapter [V notes the budgeting implica- 
tions of directly funding research, both locally and in terms 
ot the PFPBS process. Chapter V analyzes the needs or the 
various users of research accounting data - such as the 
Utrrice or the Comptroller or the Navy (NAVCUMPT), the major 


slaimant. tne research sponsors, the Authorized Accounting 


Activity. principle investigators (PIs). the Comptra ieee. 
nis personnel, the Director or Research Administration: 
fils Starr. and the department chairmen. Lastir. Chaptenaa 


outlines tne metnod cr accounting recommenaed ror impiemen- 
tation by this thesis, notes an area reguiring rurther stuay 


and draws conclusions. 


Ll BACKGROUND: DoD FUNDING, ACCOUNTING 
AND_INTERNAL CONTROLS 

NAVPGSCOL will receive in excess of $16 million in FY 
1958 tor research, split between the Operations and Maint- 
enance. Navy (Q&M,N) and Other Procurement, Navy (OP,N) 
appropriations and reimbursables. Historically, funds have 
been divided between 200-300 research projects, pertormed 
tor as many as 50 different sponsors. Properly accounting 
tor these monies is both difficult and complex. 

Government ofrtficials are in a position of stewardship. 
Sareguarding the assets of the people, while using these 
assets as Congress has directed to achieve their assigned 
purposes. Title [Il of the United States General! Account- 
ing Uttice ‘(GAU) Policy and Procedures Manual for Guidance 
of Federal Agencies states that 

All management orticials in Federal agencies share the 
responsibility for economical attainment of the purposes 
and objectives ot their agencies. The increasing magni- 
tude ofr Federal expenditures requires that every reason- 
able means be sought to obtain full value for each 
taxpayer’s dollar spent. Efrective accounting can play an 
important part in the discharge or this responsibility. 
Proper accounting for the financial and other resources 
entrusted to an agency is an inherent responsibility or 


the managers of that agency. [Ret. 3:p. 2-4] 


The purpose ofr this chapter is to describe the basics or 


Pop erunding, accounting and interna! controls. KeECOr Gately. 
Department or Detense (DoD) practices will be addressed as 
Hollows: 


— 
Cu 


Ae Describe the way shore activities receive appropriated 
funds. 


B. Review constraints on how officials may use those 
funds. 


ice Detail the accounting principles and standards used in 
the frederal government. 


Bx. Qutline applicable accounting systems used by DoD. 


ES Discuss the accounting roles of AAA and the 
responsibility center. 


Fu Detail the interlocking responsibilities for the 
internal contro!. internal review and audit programs. 
Ae FUNDING PROCESS FOR RESPONSI 612i Seermers 

Congress assigns funds to agencies to operate specific 
programs which have been previously authorized. This %%& 
done via Appfopriation Acts, which are public laws. 

An appropriation is an authorization by Act of Congress 
to incur obligations tor speciried purposes and to make 
disbursements accordingly from the Treasury. Appropriations 
may be described as being for either expenses or investments, 


incrementally or fully funded. and of annual Or mul tie ea. 


Gitta lem. Appropriations within the Navy are as rollows: 
Name Purpose Type Duration Funding 
U&M, N Ups and Maintenance Expense 1 year Incremental 
MPN Mititarty Fayeo. | Expense 1 year Incremental 
RDT&E Research Expense 2 years Incremental] 

[nvest 

API Frocurement Invest 3 years garuld 
OFM 
WPN 
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MCN Construction Invest S years Full 


SCN Shi pecone truction Invest S years Ful! 


Appropriated tunds are released to the various agencies 
by the Treasury on a Treasury Appropriation Warrant. This 
warrant specifies the appropriation symbol, the amount, and 
any other Congressional restrictions. Warrants are then 
countersigned by the Comptroller General, making the approp- 
riated tunds available for the Utfice of Management and 
Budget (OMB) to apportion. Apportionment is a determination 
by OMB limiting the amount of undelivered orders (obliga- 
tions) or expenditures which may be incurred during a 
specified time period. [t may limit all expenditures and 
obligations or limit onty a certain activity. function, 
project. object, or some combination ofr these. ApPportion-— 
ments are not made tor periods longer than one fiscal year, 
even when the appropriation is multiple-year. (CRer. 4:p. 
145] This permits control to be exercised over the rate? at 
which Tunds are spent. thus, ONE weappertions funds to DoD, 
which subsequently allocates them to the various armed ser- 
vices. 

Next. trunds are allocated. This 18S an authorization by a 
Beecignated Official, such as the Comptroller of the Navy 
(NAVCUMPT), making funds available within a prescribed area 


to an operating agency, such as the Chief ofr Naval Uperations 


(CNO), for the purpose of making allotments and incurring 
obligations. The frirst subdivision of an apportionment. an 
allocation is intended to ensure that budget activities or 
programs below the appropriation level comply with the 
intentions of Congress. Funds from each appropriation are 
allocated individually. This maintains the separation of 
funds by purpose, as Congress specified. Funds are then 
reallocated to major claimants (‘such as Field Support 
Activity in the case of NAVPGSCOL) for distribution to 
responsibility centers. A responsibility center is a unit 
which is headed by an officer or supervisor who is respon- 
sible ror the management of resources and can Significantly 
attrect the expenses of the unit. 

Major claimants distribute funds directly to responsi- 
bility centers (such as NAVPGSCOL? by allotments. or auth- 
Orizations by the head of an operating agency to the head oar 
an installation or organizational unit to incur obligations 
within a speciried amount. This is done with NAVCOMPT Form 


372. Allotment/Suballotment Authorization (Figure 1) for 


[n the case or U&M.N funds, however, authorization is 
given’ vViaoa NAVCOMPT Trorme2rce— Resource Authorization 
CF LAstieioes J. and is rererred to as the Uperations Budget or 


GP B Ube These O&M.N runds are further subdivided by the 


ALLOTMENT /SUBALLOTMENT AUTHORIZATION 





MavCOevl One 372 (REV. 6-57) ALLO TmENT MO NOQO01187AL22222 
$7 Ot 4-LFe 399-4799 : WeLLO!. NWO 

_ Chief of Navai Operations (Op-O9BF) REE Sanne 

z= Washington, DC 20350-2000 47) new [] amen wo 





(Aa revty Coon) | aisle) af COvniog, Ores 


N62271 | accoumnns wo —_NOO228 
. . ~7] > (Pegrne ered emer ous} 
Super intendent : Commanding Officer 
Naval Postgraduate School (Code 002) Naval Supply Center 
Monterey, CA 93943 


PP aad 


Ben Oakland, CA 94625 
L al: 
TRL OF aFPPOrtualnonm ar b0rtsd Other Procurement, Navy : APPR DMualiOrs 7m 8, 40D $004 40 
Education Supoort Equipment 1771810.G7YH 


AUTHORIZATION 


The stl of this authoraation a alloted to fuad the surpone usted under “Instructions” and is subrect to all Imotations spe:ifted therein. 
All Anancul convol, jurid« tion, and raponnbidlity under Section 3679 R S and regulations thereunder. for the tou! smount ailoted a 
paserd to the addiesee. To accomplish the purpose of this allotment. amouns assigned to budact provects may be adrusied within the 
wea! lmmaasion bul cumulative i i to any one budget project touling 104 of more must be reporned to the allone: m accordance 
with NavCompt Manual, Volume 2. . 


~- 


p2OutCl parmious aDIusTtTD AMOUNT OF Trats 
me. AUTMOUZ ATION AUTHOR JZ ation 


| 
49 Education Support Equipment $0.00 $4,315,000.00 


TOTAL 
49 00 4.2916 NNN NO 
Ct he ae oe tS 


For procurement of items for lab upgrade and state-of-the-art equipment. 


NAVCOMPT Form 2025 will be submitted monthly to NAVREGFINCEN (Code 621), Wash., DC 20360. 
A copy of NAVCOMPT Form 2025 will be submitted to CNO (Op-O9BF), Wash., DC 20350-2000 


Effective Date: 1 October 1986 
Expiration Date for Obligational Purposes: 30 September 1987 
Total to Date: 3$4,315,000.00 iu 


Copy to: 
NAVACITGPFINCEN (NAFC 63) 
NAVREGFINCEN WASH DC (Code 621) 
NSC oh ae 





Figure 1. Allotment/Suballotment Authorization 
(NAVCOMPT Form 372) 
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responsibility centers and given in the form of operating 
targets or UPTARS to their cost centers. 

The primary source of funds to units is generally direct 
funds. as described above. However, responsibility centers 
may receive additional funds in the torm of reimbursables. 
Reimbursables are a lateral flow of resources from other 
government activities, provided to finance the costs incurred 
by the performing activity to accomplish the requesting 
activity’s work. Reimbursable funds are provided within the 
Navy by NAVCOMPT Form 2275 (Order tor Work and Services). 
Military Interdepartmental Procurement Requests (MIPR) are 
used for requests from one service to another. Generally an 
organization can accept or decline the request based on its 
workload and commitments. uniess a memorandum or agreement 
Or an Interservice Support Agreement has been signed. Once 
accepted, the runds are added into the performing activity’s 


miearational authority availability. ‘See Figures 3, 4. S. 6) 


eT. SPENDING CONSTRAINTS ON MANAGEMENT 

As previously mentioned, appropriations can be charac- 
terized as being for either investments or expenses. incre- 
mentally or fully funded, and of annual or multi-year 
duration. Managers must exercise care to ensure that oblig- 
ations incurred for a given appropriation are in accordance 


with the mandates or Congress. 


i 


ORDER FOR WORK AND SERVICES—~NAVCOMPT FORM 2275 (REV. 8-81) S/N 0104-LF-702-2751 Page lof - Pages 


1. THIS OROER MUST BE ACCEPTEOONARE! .,ASABLE BASIS ONLY ANO IS SUBJECT TO THE 2. 
CONDOITIONS LISTEO ON THE REVERSE S108. POSSESS ol G65 


ag: 3. REFERENCE NUMBER a. eUNOS EXPIRE On = mle COMPLETION OATE |6. DATE PREPARED 7. AMENOMENT NO. ae 
NOOOL486AF00001 Sep se Sep 1986 04 Nov 1985 BASIC 
| 3 FRO 9.FOR OETAILSCONTACT: gat 


Office of the Chief of Naval Research, Code 01123 Fred Silski NAFC 
Arlington, VA 22217-5000 | Tel: 697+2080 


- 11. MAIL BILLINGS TO: 
Superintendent Office of the Chief of Naval 


Naval Postgraduate School ‘ Research, Code 01123 
Monterey, CA’ 93940 800 N. Quincy Street 
Arlington, VA 22217-5000 





ACCOUNTING OATA TO BE = ON a BILLINGS 


Aganl © oe 0.O8/. ;&. BV. 
CLASS | CONTROL COST COOE AMOUNT 


f 1761319 babel ah as 068342 = 000000 005330006020 {$45,000.00 
SCT 


TOTAL THIS OOCUMENT YUU UU 


cumucative Toray [Ye UUN Ue 


THIS ORDER § SSUED ASA L) PROJECT OROER KK) aN ECONOMY ACT.OROER ANO SS To SE ACCOMPLISHEO ON A LL] FIXED PRICE 
COST REIMBURSEMENT BASIS. WHEN THE FIRST BLOCK IS CHECKEO, THIS OROER IS PLACEO IN ACCOROANCE WITH THE PRO- 
VISIONS OF 41 U.S. COOE 23 ANO O00 DIRECTIVE 7220.1. THE FOLLOWING SUPPLEMENTARY ITEMS ON REVERSE ALSO APPLY 
1 ANO ARE AN INTEGRAL PART OF THIS OROER: 


14. OGESCRIPTION OF WORK TO BE PERFORMEO ANO OTHER INSTRUCTIONS 








Funds provide for developing an approach to estimate cost relationships for each of the 
following system test and evaluation (ST&E) elements: 


Q Wind Tunnel Models & Test. QO Miscellaneous Ground Test. 

QO Static Articles & Test. Q Support of Contractor Flight Test. 
0 Fatigue Aritcles & Test. 0 Navy Technical Evaluation. 

O Drop Articles & Test. 0 Operational Evaluation 

O Contractor Flight Tesc. 0 Contractor Support of Navy Test. 

0 Flight Tese Instrumentation. 


The principal investigators are Bob Patterson (NAVAIR) and Jack Lapatra (Code S54LP). 


CSS/CETS Restrictions: The funds provided on this funding document are not authorized for 
obligation on CSS/CETS contracts without specific written authorization from OCNR Comptroller 


OC? ° 
_ (OCNR Code 011) ACCEPTED: 11 Jan 86 


APPRN: 1761804.1180 
JOB ORDER: 622716RCNLP 
SEGT: CN60 


Distribution: Program Element: 62760N CAT: 4 
3-Addressee Research Project: 0533 DMC: GIDL 
2-Code 01123 Type of Institution: 14 

1-NAFC 1321 86PR35099 












15. AU Tue# OFFICIAK WAME, TITLE AND SIGNATURE) DATE 
| CERTIFY THAT THE FUNOS CITED saa s 
ARE PROPEALY CHAAGEABLE FOR Maty Jang Mail SLICK |Wsfes 
THE WORK OA SERVICES REQUESTED. By diref¢tign G.T. Maupin,Director 
FinanciatMamy. /Comptroller, ONR 


Figure 3. Order for Work and Services 
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MILITARY INTEROEPARTMENTAL PURCHASE REQUEST 
S$. MIP R NUMBER 


17 Apr 86 86-038 


Pe) i es 
° Naval Postgraduate School Fanta armen e eheree We wennet cn emer ts 


HQ USAREC 
ATIN: Code 0021 
Building 221, Room 202 ATTN: USARCPAE-MM 


z --Gpilding 48c, 2d Floor 
Monterey, CA 93943-5100 ‘Fort Sheridan, IL 60037-6090 


ESTmATEO | ESTIMATED 
QTY Unit TOT au 
| PRICE 
e 








































“screening (_] was (_] NAS NOT BEEN ACCOMPLISNED. 






DESCRIPTION ot 
(Federet stech number, nemenciatwe, epeciiscetion end/er deewing No., ore.) 





Army Reserve Recruiting Market Study- 2 
Development of Reserve Micro-Level 
Geodemographic/Attitudinal Data Base 


of RCSTE which is funded by MIPR #86-03R (dated 
9 December 1985, cost: $275,000). : 










This request amends the above study by changing 
the estimated completion date of 25 September 
1987 to 31 December 1988. This amendment also 
allows NPS to contract up to 80 percent of this 
project to other research concerns. ; 










POC is Dr. George Thomas, Associate Professor, 
NPS, AUTOVON 878-2741. 


11. GRANO TOT aL 





SEE ATTACHEO PAGES FOR OELIVERY SCHEOULES, PRESERVATION 4NO PACKAGING INSTRUCTIONS, Sime 
PING IMSTRUCTIONS ANO INSTRUCTIONS FOR OISTRIBUTION OF CONTRACTS ANDO RELATEO OOCUMENTS. 








{0 


12, TAAMSPOATATION ALLOTMENT (Used sf FOB Conrrector’s plant) | '3. MAIL INVOICES TO (Peymenr wil! be mage by) 


HO USAREC, ATTN: USARCRM=-A 
Fe Sheridan, IL 60037-6090 


Pav OFrFicEe 6000440 


FUNOS FOR PROCUREMENT ARE PROPEALY CHAAGEABLE TO THE ALLOTMENTS SET FORTH BELOW, THE avail ABLE 
BAL ANCES OF weir ARE SUFFICIENT TO COVER THE ESTIMATED TOTAL PRICE. 


aPenQranr arian ene se SUPPLEMENTAL SZC COUNTING CLassIF tc aTion AMOUNT 


j 2080 38-8307 P530000.2542 P538991. 1 8000 KKUM $11074 


Figure 4. Military Interdepartmental 
Procurement Request (MIPR) 
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ACCEPTANCE OF MIPR 


86-03R 
Fort Sheridan, IL 60037-6090 


6. The MIPR identified eveve ie scoepted and the items requested will be omnes a0 fetiewe: (Creck eo Applieasie) 


1. ¥O ( Requiring Activity Addreee) (Inekide 2iP Code) 
HQ USAREC 
ATTN: USAREC-MM 








o. (J ALL ITEMS WILL BE PROVIDED THROUGH REIMBURSEMENT (esicracs D 

a () ALL ITEMS WILL BE PROCURED BY THE DIRECT CITATION OF FUNDS (Categery 1) 

e.([) 'Tems Wik BE PROVIDED BY BOTH CATEGORY I AND CATEGORY II AS INDICATED BELOW 

<(() THIS ACCEPTANCE. FOR CATEGORY ! ITEMS, I$ QUALIFIED BECAUSE OF ANTICIPATED CONTINGENCIES AS TO FINAL 


PRICE. CHANGES IN THIS ACCEPT ANCE FIGURE WILL BE FURNISHED PERIOOCICALLY UPON DETERMINATION OF 
OEFINITIZED PRICES, BUT PRIOR TO SUBMISSION OF BILLINGS. - 












MIPR ITEM NUMBERS) IDENTIFIED IM BLOCK 13, “REMARKS IS NOT ACCEPTED (18 REJECTED) FOR THE REASONS 


INGIC ATES, 





TO BE PROVIDED TKROUGN REIMBURSEMENT TQ BE PROCURED SY OIRECT CITATION OF FUNDS 
CATEGORY |! CATEGORY 11 


ACCEPTED: 12 May 1986 

APPRN: 1761804.1180 
JOB ORDER 622716RCSTE 

SEGT: cS60 

CAT: 4 

LMC; G1D1 


10. ANTICIPATED OATE OF CBLIGATION FOR CATEGORY 1 1TEMS | 11. GRANO TOTAL ESTIMATED PRICE OF ALL ITEMS 


12. FUNOS CATA (Checa if Applicaate) 





a fea) AQOITION AL FUNDS In THE AMOUNT OF 9 ARE AZQUIRED (Soe Jjuetiitcation in Block +3) 


b () FUNOG IM THe AMOUNT OF BL AME NOT AE QUIRED ANO MAY OE WITHOR AmN 


eo MEmMARNG 


216 2080 38-8307 P530000.2542 P538991.1uU000 KKUM S11074 


« ACOEP Ting agcriviry (Comp iere Addese) te. TYP CO wawd amd TITLE OF AUTHORIZED OF FIC! AL 


SUP ER wenbants PRRs (COD E 002 ) 


-_ ~ a 





Figure 5. Acceptance of MIPR 
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REQUEST FOR CONTRACTUAL PROCUREMENT —NAVCOMPT FORM 2276 (8 PT) (REV. 8-81) S/N 0104-LF-702-2761 Page 1 of Pages 


1. THIS REQUEST MUST BE ACCEPTED ON A OS 55 CITATION BASIS ONLY ANO iS SUBJECT TO ? ZONO!.- 2. OOCUMENT NUM@ER 
TIONS LISTEO ON THE REVERSE SIDE. N6227187RC70048 
3. REFERENCE NUMBER 4. FUNOS EXPIRE ON/S. OMS RATING 6. PRIORITY 7. OATE REQUIREO & AMENOMENT 
. 9/30/87 . — basic 


Sunafinteadent (Code: 002) = ZIT EO BIARTY TF pies Ps ONTACT: 
Naval Postgraduate School , 
Monterey, CA 93943 M. Basa AV878=-3139 


m Office of Naval Résebrch <MA07T28TT. ie TAT |'S SAC ISN OSES Toh cirri. 
800 N. Quincy Street 


evr. Avlingtom,:-VA :22217-5000 ~smswsorq ‘sulset:mos yeiizsupsy fl Gezu 2d vito Siw ratol adT 
NV ATINeG« Maryann Cooks Code. LOLA -ssivise 10 dis dtow 3aile bio iol ezu od ton (iw mol adT 
a J £42012 INSTT 


K. 
AMOUNT 


o Comedy) Bc ACCOUNTING OATA:TO SE CITEO ON RESULTING CONTRACTS ; ..- ae 


13. fe -?2 «@ oy 
A. 6. APPROPRIA- oO. Os. E. BY. 4. leone es 97 
CAN _TION CLASS | CONTROL TT) * =e 














wey fol mien 
““ costcooe iw2 







enh -emey 


PPTRC7004806 * 


pe. ae ae pe 


75,000.00 








14. AMOUNTS WILL NOT BE EXCEEOEO IN THE OBLIGATION OOCUMENT TOTAL THISOOCUMENT | 
WITHOUT PRIOR WRITTEN APPROVAL FROM THE ISSUER. CUMULATIVE TOTAL 75 000.00 


PROCUREMENT BY CONTRACT OF THE FOLLOWING ITEMS 1§ REQUESTEO (OT 
THESE ITEMS oO ARE Clare NOT INCLUOEO IN THE INTERSERVICE SUPPLY SUPPORT PROGRAM ANO 
ono no Of sisoiJREQUIREO, INTE RSERVICE SCREENING: 5 "(nas (Jas NOT. BEEN ACCOMPLISHED 25 in'W 





_ wes z no = eum sonesasstA .F fdanis mp besio etevitgs alent Sf en fo meemyrsy os tegeenat 2 r IAy IRD 


OSC RIPTION ESTIMATED. |H.; 79 ESTIMATEO 
Eno. cat. STOCK NO., SPEC. ANO/OR ORAWING NO., ETC.) FSUANTITY SUN ORE PRICE AMOUNT 


Lat: viroe , bisetO-SUPPOFE assessment of, CUITEDE .5.4{ memusod 2fit v Tp A Can 
selection and classification. procedures ._...55}o enisos tga 


forsapplicability to Computer ae on 


_Adaptive Tes CAT). 
44, S9UL OST as DIT ituUID)A = 4+4899X8 9d JON yer ‘somusub <ff! 76 Jeonhs EP ist rey BAN 


2d? va bsriztiqmooos sd civ atzquost dou2 to icvoanitA .2 isolt| ni Send zrviiss add ope’ 










75,000.00 


to lumoms ens gnusefis: visrenaorags .insmusob uds |) tnsmduser a}asuaz sdf a9au- ae 
Op enotes 4? A5ivw toileiema 2.22 .OVOE + 2s;ustisnms 74 Aso:T) ai bats ise|! sreere pat Secs fawn 
Miasd stecthGemlOs Sh) ta nc:zn i saue Sissbomens 2:2 725nu fos j-cifas ctctasfe 3 ci 2ivitss ymilssien |: tt 9a: 0 
Indefinite Quantities Contract (ate TM hives 
a ee 
FS eo egomarc ns dese. 
este Seals so tocol. iste oe 


ta 





16. SEE ATTACHE O PAGES FOR OELIVERY SCHEOULES, PRESERVATION AND PACKAGING INSTRUCTIONS. SHIPPING | 1. GRANO TOTAL 


INSTRUCTIONS ANO INSTRUCTIONS FOR OISTAIBUTION OF CONTRACTS ANDO RELATEO OOCUMENTS. 75,000.00 
17. TRANSPORTATION ALLOTMENT (Used if FOB Contactors ye") 
18. AUTHORIZING/OFFIQONIAL (NAME, TIT Nesieua one! OATE 


ICERTIFY THAT THE FUNDS CITED Lg 
ARE PROPERLY CHAAGEABLE FOR 
ITEMS REQUESTED. Deas ee le oe ees 


LINDA ‘QUIRKE, Supervisory Fiscal ’ Analyst ee -| “12/19/86 





Figure 6. Request for Contractural Procurement 
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Duration refers to the amount of time the appropriation 
is available for obligation by the agency before it expires. 
Appropriations must be used only during their prescribed 
litretime. Following expiration, no additional funds may 
be obligated. However, existing obligations may be liquid- 
ated during the two year expenditure availability period 
betore the appropriation lapses. Once lapsed, the monies 
are returned to the Treasury by the agency and any further 
unliquidated obligations are tracked by the Treasury rather 
than the department concerned. 

Additionally, funds must be spent only for the purpose 
ror which Congress appropriated them. Spending an expense- 
type appropriation such as O&N,N for an investment item or 
the reverse is a violation or the Anti-dericiency Act. When 
discovered, this must be reported and corrective action 
taken so that the proper funds are used. 

Lastiy. trunds must not be overobligated. The Anti- 
dericiency Act prohibits the obligation or runads in exces 
of the authorized amount, details reporting methods and 
punishment of violations, forbids contracting or obdligating 
in anticipation of receiving an appropriation, and requires 


that appropriations be apportioned. An overobligation Vvage 


lation of the Antideticiency Act can result in administra- 


tive disciptinary action or. if done deliberately. a twee 


Criminal fine. imprisonment for up to two years or both 
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being awarded to the Commanding Ofticer of the responsibil- 
ity center. 
. Similarly. reimbursable funds must be spent in accor- 
dance with the requirements of the appropriation from which 
they were originally taken. Hence, ror example, ceimbursab- 
le money which was initially directly funded as U&M,N cannot 
be used tor investment items and will expire at the end or 
the tiscal year. Management must obligate these funds 
eeceordingly. 

Separate reimbursable job orders, as well as the OPBUD 
and each allotment held, are subject to the provisions ofr 


the Antidericienscy Act. -arerul Balanees of abligationa 


if 


must be msintainéed snd provisions made by management for 
price changes. in order to guard against violations. 
UPBUD’s are constrained in that they are promulgated via 
meee -l On a quarterly basis. Managers are aware or the 
annual projected total but are required to spend only the 
aaetiiat Ss aulithorized for that particular quarter. "Fences" and 
"seilings" are also used to ensure that maximum or minimum 
amounts are spent in certain areas or higher authority 
interest. such as Maintenance of Real Property. 

Lastly, managers are constrained by the sponsor’s dicrec- 
tives in the area of reimbursable job orders. Reimbursabie 
trunds are to be used only for the purpose speciried in the 


agreement. Accountability is therefore kept at the 


LS 


individual sponsor level and kept separate from the perform- 
ing activity’s OPBUD. (Rer. S:p. 1] Costs accrued are 
billed to the sponsor; the intent is to cover the expenses 
or the performing activity without generating a profit for 


es 


oe FEDERAL ACCOUNTING STANDARDS AND PRINCIPLES 

Due to the extreme complexity and diversity of the 
Federal Government there is no single “proper” accounting 
system. Rather, each department or agency is required to 
develop an appropriate system tor its individual purposes. 
GAO is tasked with reviewing and approving these systems, 
thereby ensuring compliance with GAO-prescribed principles 
and standards. 

Les Accounting Standards. 

Title [l of the GAO’s Policy and Procedures Manual 
tor Guidance oft Federal Agencies (Accounting Principles and 
Standards) (Ret. 3:p. 2-9--2-l13) states that Agency accoueae 
ting system design must reflect the following standards: 

A. statutory Requirements, 

Agencies must follow all applicable laws relat- 
ing to agency accounting, administration of funds. and ap- 
pPropriations for which Tt is responsi) ec. Each tund and 
appropriation must be used only for lawful purposes. 
Accounting systems must demonstrate compliance to the maxi- 


mum practicable extent. 
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De. Management and Congressional Needs. 

A system must meet all the information needs of 
OMB, the Treasury, Congress, internal management and. in the 
case or the Department ofr the Navy (DoN), those ofr other DoD 
components. lt must be a basis for control of funds, pro- 
perty. and other assets and must allow the agency to develop 
and report costs of performance by major organizational 
Segments, budget activities, and program structures. 

ce Usefulness of Financial Data. 

Data must be useful to the officials that need 
them, the President, other agencies, the public, and Con- 
gress. Userul information is defined as being relevant, 
timely, reliable, unbiased, clear. concise, necessary. and 
developed through the consistent application or accounting 
Standards trom one accounting period to subsequent ones and 
over all DoD components. 

d. ReEeaGulincineg tor Responsibilities. 

For maximum usefulness, the system snould allow 
ready reporting on areas of responsibility or activity. 

Past pertormance should be able to be compared with planned 
programs to ascertain consistency and ensure it has been 


'MMmtminm tinancial limits. 


ay 


e. Consistency of Programming, Budgeting, Reporting 
and Accounting Classifications. 


Data which are produced using consistent classi- 
tications for programming, budgeting, reporting and accoun- 
ting and are synchronized with the agency’s organizationa! 
structure wil! be of maximum use in Supporting interna! 
operating budgets and budgets presented to Congress. 

sr) Technical Requirements. 

The system wil! have complete and reliable re- 
cords of the accounting entity’s resources and operations. 
Funds, property, assets, liabilities and obligations, re- 
ceipts and revenues, expenditures, disbursements and costs 
will be covered. Records wil! be primarily in monetary 
terms, but other quantitative data as necessary or approp- 
riate (such as manhours required to produce an item) will be 
maintained tor planning, contro! and general management 
purposes. Transactions shal! be supportable with documents 
tor audit purposes and recorded so that originating docu- 
ments can be traced to summary records and financial re- 
Ports. Interagency and interrund transactions are to be 
identiried in statements and records separately to permit 
proper treatment in consolidated financial reports. Trans- 
actions in agency records should not be recopied. éven in 
summary. in higher level records. Financial reports crt 
subordinates should be used by higher levels to compile 


Summary reports. There should. however. be technical 
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Supervision and interlocking relationships between account- 
ing offices to ensure that consolidated reports are in fact 
correct. 

See Qualitried Personnel. 

Accounting personnel! and leadership should be 
highly competent. 

h. Truthtfulness and Honesty. 

Transactions shall not be recorded in such a way 
that false, misleading or materially inaccurate information 
is produced. Transactions must be recorded ina timely 
fashion and reflect actual events. 

Des Other standards. 

Simple int y); Procedures must be simple and 
readily understandable. Records that are unnecessary or 
insignificant should not be kept. 

peobtabmty and Hateriality: Transactions shall 
be recorded and reported on during the period they occurred. 
Materiality and relative Significance of the items involved, 
however, should determine the degree or precision used to 
make estimates and allocate costs and income when required. 
Excessive meticulousness without materially more reliable 
results or other benerits is to be avoided. 

Necessity for Updating Accounting Systems: 
systems should be periodically reviewed as organizational 


changes, shifting program emphasis, legislative revisions 
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and technological changes occur. This will help ensure that 
intormation remains useful for financial control and promote 


etficiency and economy in operations. 


<. Application or Accounting Principles. 

Title [1 CRet. 4:p. 91-94] also specifies nume- 
rous accounting principles which must be followed. The 
actual principles will not be included in the body of this 
thesis; however, reference 3 (pages 2-9--2-61) describes 
them fully. The areas to which those principles apply are 
summarized below: 

ae Accrual Accounting. 
Accounts must be maintained on the accrual 
basis. which will be discussed later in this chapter. 
ee Palme Om ten oi ie. 
There must be management controls over the use 
Of rund authorizations ensuring that funds are used only for 
authorized purposes, that they are used economically and 
erriciently, that obligations and expenditures do not sur- 
pass authorized amounts. and that obligation/expenditure of 
Tunds 1s not reserved or deferred without the knowledge and 
approval ofr Congress. 
ce: Account Structure. 
Accounts must be derined by the legal authority, 
responsibilities, and reporting requirements of the agency. 


Accounting entities must have separate groups of accounts 


BO 


tor themselves individually. An accounting entity may con- 
sist of part or all of an agency (such as DON or NAVPGSCOL), 
Or one or more legally established funds (such as O&M.N or 
OPN). 

d. Asset Control. 

Procedures must assure that assets are used 
correctly and for authorized purposes and remain in govern- 
mental possession unless otherwise authorized. 

e. Accounting for Liabilities. 

Liabilities must represent amounts owed, shal! 
be measured and recorded during the period they occur. and 
Shall be removed from accounts when liquidated. Liabilities 
must be recorded and reported, whether or not funds are 
available or authorized tfror their liquidation. All trans- 
actions must be reflected in the accounts as of the end of a 
given accounting period. 


separate accounts must be maintained by major 


category to enable full and clear disclosure to be made. The 
major categories are current, long-term and unrunded 
Pmebilities. Current liabilities are those due within 4 


period or less than one year and are payable out of current 
assets, whereas long-term liabilities refer to those which 
are not due for payment for more than a year. Unrunded 


liabilities are liabilities tor which an obligation to pav 


ou 


will not be incurred until a later time, such as accrued 
annuai leave. (Ret. 67p. 41-171 
i. Accounting for the Federal Investment. 

The U.S. Government equity in an accounting 
entity is its share of ownership of that entity’s assets. 
This is the residual value of the assets after the !liabili- 
ties and results of operations are considered. CRef. oO:p. 
oui co Sl. The major elements of the Federal [Investment shal] 
be separately accounted for and reflected in financial 
reports as rollows: 

1) Additions, such as appropriations or net income 
from operations. 


2) Deductions, such as funds turned back to the 
Treasury or a net loss from operations. 


Zz. Cost I[nrormation. 
Cost information must be produced and 
reported, enabling tne Agency. Treasury. OMB and 
Congress to design and approve financial plans. make 
comparisons. and control costs. 
nh. Financial Reporting. 
Reports will be prepared as orten as required 
Tor internal and external users, so that important facts 


about Operations and activities are disclosed. 
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ie. Central Accounting and Reporting. 

The Treasury will keep a system of central 
accounts and prepare tinancia!l reports for the Federal 
Government as a whole. These will also comply with GAQ’s 
Principles and standards of accounting, as related in this 


chapter. 


D. DoN ACCOUNTING SYSTEMS 
Prior to today’s era of computerization, government 
records were laborious!y kept in manual ledgers. However, 


Continual refinements of electronic data processing equip- 
ment and computer programming techniques have permitted 
the development of innovative and efficient financial 
systems. In accounting such systems generally use a 
transaction or basic data element or building block con- 
cept by which data are uniformly collected. stored, aggre- 
gated and generated or reported. . .to a variety of users. 
Meet. 4:p. 124] 


ine.  buriging blocks”™ or classiticatian codes utilized 
BreOON allow transactions to be encoded ror data entry 
according to the 
a3 Purpose ror which resources were employed and 


Pyeeeeocation.,. 1.€.. whe or what organization within the 
activity was involved in spending the funds. 


Oret.. «2p. D-33 
lar Accounting Classirication vtodes Indicating Spending 


Purpose codes. 
peecommeine Glassiticatieon Codes Indicating Spending 
Puepose Codes which indicate the purpose tor which resources 


were used are iisted below: 
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a. Budget Activity. 

There are ten broad areas of Support and 
missions called major programs in the Five Year Defense Plan 
CEY Ve I. These programs are: 

1) Strategic Forces 
<) General Purpose Forces 
3) Intelligence and Communications 
4) Airlirt and Sealift 
©) Guard and Reserve Forces 
6) Research and Development 
7) General Supply and Maintenance 


8) Training, Medical and Other General Personne! 
Activities 


9) Administrative and Associated Activities 
Lo.) Support of Other Nations 
Some appropriations provide resources to several different 
programs; others. to only one. Budget activities are that 
part or an appropriation that relate to a given program. 
LRe iw .f 2b. AS oo) 
ale Program Element. 

A program element 1S a more detailed breakdown 
Oot budget activities, which groups the forces, manpower and 
Costs Of &@ project. =Functlen, Grventretion, Of  2roOUG -on 
Similar organizations. An example of a program element 
talling under the strategic forces budget activity would be 


the Trident program. LRe@t<. “7 362... A-f= 48) 
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en JUnit Ka@ntitteation Code (UIC). 

A UIC is the general identitrication code used to 
identify a DoN unit for all purposes, rather than just 
tTinancial. It is cited in the bureau control number block in 
the accounting classification code. A VIC is generally 
related to only one program (budget activity) and program 
element. The AAA uses the UIC to identity the activity and 
to accumulate costs. oziv71l, ror example, is the UIC 
Signifying NAVPGSCOL. Bet Ope f= =~ 2 2) 

Glee Activity Group/Subactivity Group Codes (AG/SAG). 

An AG iS a two digit alpha-numeric code which 
breaks out costs by the principal functional area. The AG 
corresponds to a major function identitied by a claimant in 
a budget decision and thererore aggregates to a decision 
package in the budget. A SAG is a two digit alpha-alpha 
code which rurther breaks down the AG. AG/SAG’S comprise a 
classification structure that allows programming, budgeting 
and accounting to be integrated. AG's are used by claimants 
and those senior in the fiscal chain of command, SAG’s by 
cesponsibility centers and lower for management purposes. An 
example ot an AG/SAG would be M&SMZ, Protressional Development 
BPemcation: Graduate Education. Fully Funded. Full Time. 


Bret. Yip. 17] 
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e. Functional/Subfunctional Category Codes (FC/SFC). 
A FC/SFC is a two digit alpha-numeric code used 
to collect information concerning expenses and gross ad- 
justed obligations which is needed for management purposes. 
FC/SFC’s are used to accumulate information in circumstances 
where it is necessary to know the cost ofr a particular func- 
tion, as listed below: 


1) To comply with Congressional restrictions or to meet 
the needs of outside parties. 


=) To assist in deciding the amount of an authorization 
that should be given to a specific operating activity. 


3) To tind a control! total which is tied to an underlying 
cost accounting system which is necessary to manage 


the tunection. 


b ) To help make comparisons and special analyses of 
costs. 


Subrunctional codes are used to supplement tunctional codes 
Since there 1s an insurficient number of functional codes 
Tor management purposes. Continuing the prior research- 
related example, AS is the FC/SFC tor Mission, Graduate 
Paducatiwem, URet< es) > Pee; on 

ae Cost Account. Codes CAG). 

CAC’S describe the FU/SFC in “2zreater deta 
as. tor example, the CAC 5241 for research reimbursables. 
CAC’s are used to account for the input ofr resources, such 
as cost or manhours.,. and the resulting output or Work eae 
pr oduiced: This allows calculations or production fates jee 


runctions with measurable output units per man hour. The 


36 


basic building blocks of the budget, cost account codes 
permit budgets that reflect the anticipated cost of a given 
level of output. Bveti. “:pp, ©C-1i--C-i3) 
Z. Expense Element (EE). 
An EE is a one-digit alpha code describing the 
types of expenses associated with each cost accounting code. 
U. tor example, is used for civilian personne! labor costs. 


2-7--2-81 


Bret. S:pp. 


as Accounting Classitication Codes Indicating Spending 


Location. 

Codes that are used to indicate the location of the 
spending are defined below: 

eis Responsibility Center. 

NAVPGSCUL is an @xample ot a responsibility 
center. femtsweroehierricd bywits ULC ror financial data 
purposes. 

Bie Cost Center. 

A cost center is a subdivision of a responsibi- 
mee center, ftror which identification of costs is desired 
and cost control can be achieved through one supervisor. An 
example or a cost center at NAVPGSCOL would be Hi. or the 


Dean or Science and Engineering. 
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ee Local Management Code (LMC). 

A LMC is a further breakdown of the cost center 
by purposes, organization, or both. An example of a LMC 
would be HiH1, or Research Administration. 

a4 Applicable DoN Accounting Systems 
A. Ubligational (Appropriation) Accounting. 

Fund control was previously emphasized as an 
important aspect of federal accounting. The purpose of 
obligational accounting is to report the unit’s progress in 
spending resources by tracking commitments, obligations and 
expenditures. Obligational accounting is performed for al} 
allotments as well as for a responsibility center’s UPBUD. 

A commitment is an administrative reservation of 
trunds based upon firm procurement directives. orders, requi- 
Sitions. authorizations to issue travel orders or requests 
which permit the receiver to create obligations without 
further contact with the official whe certified the avame 
ability or funds. They are aiso cailed reservations or 
CONEIMNZEnt Obseweat 1ons. Typically. commitments are used in 
the procurement area. rather than ror the relatively minor 
expenses handled under O&M,N. Conversely, an obligation 
is a legal reservation ofr funds, in which there is a duty to 
make a ruture payment. Piacing an order or letting a con- 


tract would entail an obligation. 
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The actual disbursement of funds to liquidate an 
obligation is called an expenditure. Theses consists of a4 
charge against funds available, which charge is supported by 
an approved voucher, claim or document. 

Obligational accounting permits management to 
determine the unobligated or uncommitted balance of a 
particular fund authorization in the following manner (ker. 


fp. D-/ i: 


At Be=zC where: A = Outstanding Obligations 
Set) 6=..E. B = Expenditures To Date 
i On ae C = Cumulative Ubligations 
Be) E. = .H D = Gutstanding Commitments 
E = Cumulative Commitments 
F = Uriginal Fund Authorization 
G = Unobligated Balance 
H = Uncommitted Balance 


Picseracis. ms enMecerore, im Obligational accounting 
is on the balance of appropriated funds obligated to date 
@ersis tmose® available ror sbligation and on the actual 
eesoursement of tunds t3 liquidate obligations. The source 
Mccall year Or the funds Gbeing obligated 1s the time frame 
moeetmis System. An activity will typically be tracking at 
least three riscal years simultaneously, i.é€.. the obliga- 
tional and expenditure availability periods of annual appro- 
ec laeions. Hilteli~ year apPCOpriations. Or COUurse. require 


asecitienal tracking. 


Gu 
(O 


Be Accrual Accounting. 

Accrual accounting is a method or accounting 
concerned with the timing and recognition of expenses and 
revenues. Hence, the rocus is on expenses, or the costs of 
operating and maintaining an activity on a day-to-day basis. 
Here, the rererence time frame is the riscal year in which 
the item being accounted for is consumed. In the case of 
the RMS system ‘(to be discussed later in this chapter) 
consumption is assumed to occur at the time the item is 
received. Uther goods are purchased under revolving funds, 
such as the Navy Stock Fund. and are considered assets until 
they are expensed (consumed) by operations. 

Dollar values recorded in the obligational ac- 
counting system will generally not agree with the accrual 
system due to 


eee. dirrerences between the source and the consumption 
fiscal years and 


a) inclusion or é@xpenses that were not initially 
recorded as obligations, such as centrally obligated 
military personnel costs and capital equipment pur- 
chased on benalt of the local command trom invest-— 
ment Appropriaticns.. (her. 7. beaeeieee 

The interaction ofr the obiiwational and Aag@emaea 
systems is illustrated pictucita its ne eee. The signi- 


Ticance of the various events is discussed below. Line 2 


in Figure 7 shows the @vents as they occur in the 
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obligational accounting system, while line 2) shows the 


events from the perspective of the accrual accounting system. 


Timeline: 


ge (= SS 555555555555 aco ee = Sal epaad 
1) outstanding obligation expenditure 
mo wundelivered order expense 
Figure 7 


Placing an order can be considered an 1) out- 
Standing obligation (obligational accounting system) or an 
2) undelivered order (accrual accounting system). Receipt 
of the ordered item is considered to be an expense in the 
memeowal accounting system. but it is not recognized in the 
obligational system. Un the other hand, paying the bil! for 
Piemltem-1S considered to be an expenditure in the obliga- 
Mmeuoneat accounting system, but it is not recognized in the 
accrual system. 

Cr Cost Accounting 

Cost accounting may draw values rrom either the 
obligationa! accounting or accrual accounting systems. The 
data are then presented in terms of two rrames of rererence, 
mee lemation OF the spending ‘ cost center. LMC, and the 
Be wes@ sor SpendimeetAGsSAG. FU/SFC, CAC, EE?. By examining 


the data in matrix format, managers can track cumulative 
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obligations or expenses to date. Conceptually, this is 


LYilustrated in figure 8. 


AG/SAG 
PC? ore Fe7 sre 
CAC CAC CAC CAC 
EE EE EE EE EE EE EE EE TOTAL 
LMC 
cost center 
Enc 
LMe 
cost center 
LMC 


TOTAL 


Figure 8& 


Thus, data can be analyzed in terms of what part of an 
activity spent the resources in question ‘shown in tigure 8 
on the vertical axis). by Summing the Tigures across the 
page. Data also reritect for whom the resources were spent 
‘such as reimbursable customers? or what was obtained 
(tools. electricity, etc.). as shown by the horizontal axis 
ofr this matrix. These figures can be totaled down the page. 
(RET nc Of 2 pee oe 

Matrix display or data is most commonly seen in actual 
usage in the RMS accounting system on NAVCOMPT Form Z2ivsaae 
(See Figure ¥Y.) This torm is uséd for budget submission to 
higner autnority (when prepared tor the entire responsibil- 
lty center). NAVCUMPT Form 2179-1 Gan also be employed een 


ror smaller organizational units sue¢h as cost centers: 
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The format used on NAVCOMPT Form 2179-1 is 
Slightly different from the matrix shown In Figure 3s. NAV- 
COMPT Form 2179-1 arrays EE codes on the vertical axis, with 
the AG/SAG and FC/SFC on the horizontal axis. The form is 
prepared with data aggregated for the entire responsibility 
center or smaller units as required. (Ref. 7:p. D-9] 

da Reimbursable Accounting 

As previously discussed, an activity may receive 
a lateral input of resources from another activity to per- 
rorm some service. Unce the work order has been accepted, 
the performing activity increases its available obligational 
authority by the amount of the reimbursable. 

Assets ofr the performing activity are initially 
consumed. Costs are accumulated by the AAA, using the RMs 
SsyStem (see subsection e. below) and are subsequently billed 
to the requesting activity. Proper use or cost accounting 
codes is critical. since failure to do so will result in the 
Sosts being absorbed by the performing activity’s OUPBUD. to 
the detriment of its programs. 

2. Resource Management System (RMS). 

RMS is used to account for the resources of an 
AStivity, 1.e@.. its military and Giyillianm personne! 7 maee 
erial an hand or on order and the entitlement to precurcmane 
use material. utilities and services required tor the per- 


rormance of the basic mission of the responsibility center 
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and work provided tor others. Reimbursables are tracked 
since they are part or the available obligational authority 
ot the activity. 

RMS is actually a combination of the three 
methods of accounting previously mentioned, accrual, cost 
and obligational. However, consumption and, hence, expenses 
are assumed to occur at the time of an item’s receipt. 

Designed to integrate the budgeting, accounting 
and reporting ot expense type asset consumption, such as 
Civilian pay and supplies, RMS is supported by the Unitrorm 
Management Reporting System (UMR). This will be discussed 
turther in later chapters of this thesis. An excellent 
coverage, for those interested in exploring the subject of 
Miiein depth, is tound in reterence ¥. pages 1-75. 

EB. PeegmmriNG RULES UF THE AAA AND THE RESPUNSIBILITY 

Gel DER 

Historically, the DoN has not had an integrated system 
tor accounting and disbursements. Rather, these duties were 
divided between the Navy Regional Finance Centers (NRFU) and 
Mme Authorized Accounting Activities (AAA). 

AAA'S were charzed by NAVCOMPT with the orricial accoun- 
Miiepeetar their own andor other Shore activities" funds, 
mesecivicaily, allotments and.or operating budgets. AAA'S 
maintained the responsibility center’s financial database 


and provided periodic reports to the activity and claimants. 
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The benerits realized were due to centralization of the 
accounting function and expertise and the internal controls 
imposed by accounts being kept by an outside activity. 

NRFC’s maintained a similar financial database, liquida- 
ting obligations as they received billings from the AAA and 
invoices from the activity. They then submitted vouchers to 
reconcile with the AAA’s records. The vast quantities of 
paper flow, loss of timeliness due to mailing delays, inac- 
curacies due to keypunch error and lack of audit trail as a 
result of lost documents made this a less than ideal system. 

The Navy 1s gradually converting to a system known as 
IDA, or Integrated Disbursing and Accounting, wherein the 
AAA’s are combining with the NRFC’s to become Financia! 
Intormation Processing Centers (FIPC). FIPC’s will perremm 
both functions concurrently. The intent is to improvemune 
flow af financial intormation, maintain account recone. 
tion and better distribute hardcopy documentation. 

IDA is scheduled to be totally on line by 1988 and in 
tract [DA [II-B is presently in use between NAVPGSCUL and its 
AAA, NSC Uakland. Thus the official accounting for NAVPGSGRE 
is done by NSC UVakland on the basis or the data which are 
entered online by NAVPGSCOL Comptroller office personnel. 
This process will be addressed in greater detail ina later 


chapter. 
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Additionally, responsibility centers will typically 
maintain ene form or memorandum accounting records. Memo- 
randum accounts are a system otf accounts which are locally 
developed and used by management to assist in tracking 
funds. While not the "official" records, they are recog- 
nized by NAVCOMPT as a prudent way of keeping a current 
balance on uncommitted funds pending the receipt of periodic 
reports trrom the AAA. 

Memorandum accounts should, at a minimum, contain a file 
of all the documents that were initiated prior to the close 
of the last reporting period and a separate file of all 
documents subsequently initiated. By comparing the intforma- 
tion with the last AAA report to the files of all documents 
submitted since that time, a true remaining balance or a 
pacticularc tund authorization should be obtained. While it 
is recognized that circumstances may demand greater detail 
to meet the needs of managers. the benerits of any memoran- 
dum records in excess of this minimum standard should be 
Mememed Careruily awainst the costs. ([Ret. 10:pp. 3-768] 


Specific memorandum accounts and the personnel maintaining 


mmiemeat NAVPGSCUL wili be discussed at a later point in this 

thesis. 

Ee. INTERNAL CUNTROLS. INTERNAL REVIEW AND AUDIT PRUGRAMS 
OMB Circular A-123 mandates that all services develop 


internal control programs and institute internal review 


4/ 


programs to evaluate the internal controls. (Rer. 11:pp. 46- 
47] Additionally, the Federal Manager’s Financial Integrity 
Act or 1982 requires an agency head to advise Congress and 
the President annually of its status in this area. [Ref. 
lispp. 46-47] 
GAU has stated that internal control systems will, 

within reason, ensure the following objectives are met: 

i Ubligations and costs comply with applicable law. 


RES All assets are safeguarded against waste, loss, 
unauthorized use, and misappropriation. 


ae Revenues and expenditures applicable to agency 
Operations are recorded and accounted for properly so 
that accounts and reliable financial and statistical 
reports may be prepared and accountability of the 
assets may be maintained (CRef. 1le:p. i121). 

[n short, agencies are required to install control sys- 
tems that will better enable them to carry out their accoun- 
ting responsibilities as outiined in sections C. and D. of 
this chapter. 

The general internal control standards (Rer. Llé:p. Log] 


provide that: 


be Internal control systems shall reasonably assure that 
their objectives will be accomplished. 


a A positive and supportive attitude towards internal 
controls will be maintained by all personnel! at all 
times. 


Gu 


Managers and employees will maintain an appropriate 
level or competence and integrity to accomplish their dutié 
and understand the importance or developing and using good 
internal controls. 
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4. Control objectives will be developed for all agencies. 


They will be ltogical, applicable and complete within 
reason. 
5": Techniques used will etfectively and efticiently meet 


the internal control objectives. 
Specific standards are as follows: Get. iZzep. 123-4) 


Ie Control systems, transactions and significant events 
will be clearly documented, and the documentation wil] 
be easily obtainabie for review. 


2. Significant events and transactions will be properly 
classified and recorded ina timely fashion. 


=. Further, they will be executed and authorized only by 
persons who are acting in accordance with their 
auehority. 


4. Responsiblilities and key duties regarding the authori- 
zation, processing, recording and reviewing of trans- 
actions will be separated between various individuals. 


S.. Qualified, continuous supervision will be used to 
ensure internal contro! objectives are reached. 


=. Unly authorized personnel will have access to records, 
and accountability ror custody and use of resources 
Shall be ensured. Feriodically. the resources snal! 


be compared with the records to ensure agreement. such 
review to be determined by the degree ofr vulnerability 
Or the item. 

ae Lastly, managers are to evaluate any audit rindings 
promptly and ensure that proper actions are taken, 
Within reasonable and set time frames, to correct any 
dericiencies noted. 

[Internal controls are a management function and should 
be devised by the managers concerned after they have conduc- 
ted vulnerability assessments to ascertain potentially weak 
areas. A command. having instituted internal controls, is 


not then permitted simply to rest. An internal review 


program is also required, in which internal auditors wil] 
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evaluate the degree of effectiveness and extent of com- 
pliance. Finally, a command will be periodically audited by 
external audit staff. This subject as it specifically re- 
lates to NAVPGSCUL will be addressed in later chapters of 


this thesis. 
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mer. PRESENT ACCOUNTING PRACTICES FOR NAVPGSCUOL 
RESEARCH MUN LES 

In order to fully understand the way in which research 
monies are accounted for at NAVPGSCOL, it is necessary to 
review the inner workings and interrelationships of at least 
the four primary groups who keep accounting records. NSC 
VDakland. as NAVPGSCUL’s AAA, maintains the official accounts. 
while the separate departments or academic groups, Research 
memimistration Ortice (RAU) and Comptroller’s Office do 
memorandum accounting. Some individual principal investi- 
gators (Fl’s) also maintain some form of checkbook style 
records. using the RAO report as a basis. 

The purpose or this chapter is to address the practices 
Gieche entities cited above, noting the internal control and 
internal review programs which accompany them. a aN oa 


A) Review the way in which NAVPGSCOL obtains and budgets 
research money, 


b) lllustrate the administrative rlow ofr intormation by 
tracing documents through the various systems and 
examining the reports generated, 


co Discuss the specitic accounts kept by AAA, the 
Comptroller’s Urtice, RAU, Departments and Academic 
Groups and Fi’s, and 


i) Describe brierly weaknesses in the internal control 


. 


and internal review programs. 


=) I 


ae THE RESEARCH PROJECT BUDGETING AND FUNDING PROCESS 

As previously noted. NAVPGSCOL receives in excess of $16 
million annually for research, funded through reimbursables 
trom approximately fifty different sponsors. Approximately 
$1.7 million of this money is provided ina block to the 
school by the Uftice of Naval Research (UNR) and the Office 
of Naval Technology (‘UNT). These funds are referred to as 
the Foundation Funds and aré managed separately by the 
Director otf Research Administration and the NAVPGSCOL 
kKesearch @igouncii. 

Unitorm procedures are used to budget, obligate and 
account for both Foundation Funds and other research 
reimbursables. Likewise, the rormats or Foundation and other 
research proposals are the same. However, there are 
dirrerences in the submittal and reviewing processes. 

i Overview 

Most reimbursables between military activities are 
obtained because one activity requests that a good or ser- 
Yyice be provided by another. Research reimbursables are 
unique in that NAVPGSCOL, speciticaily the Fl’s. must acu. 
ively solilé1lt fTundingw irom spensers vila (eiaresael= | 

Successful pursuit Of research funding is CrliUieeem 
bach to the senool and to the individual faculty member 
NAVFPGSCOL must consistently maintain SUFTICIENt fundies 


Support the quality or research required for academic 


eegee!l lente in this institution and to attract high caliber 
Teculty. 

Similarly. professors must conduct research and 
publish if they are to continue to advance in their fields. 
Hired on a ten-month basis, protessors are expected to teach 
tor at most three quarters (salary paid by O&M.N funds). 
Permanent tenure track teaching faculty may conduct research 
tor at most half of this period ‘(salary paid by their re- 
search reimbursable contract). During the remainings inter - 
sessional months additional research funds may be obtained, 
Or the protressor may zo on leave without pay. 

The current Ttunding situation has a distinct entre- 
Prenulrial rlavor. PhalVlduaieracult, memoers taltor their 
proposals to fit the needs of the activity trom whicn they 
me SsOlicitine funds. ie ce Omron Lr preressiona!l repu- 
tation. past performance. and upon personal contacts to 
ootain runding. Since new proressors don’t have an esta- 


blisnhned reputation or the personal contacts, they have nigh 


Pelectt, On FOUNGation tTunds during their first two years at 
PeeeeoetwlL it tney choose to submit their proposals toa tne 
measeomeh Council! rather than to an externa! activity. ven- 


tualisy. sponsors will become ramiliar with tne various 
Taculty members who do research in fields retated to tnart 
activity’s mission and associate work as much with that 


moe vieueal Pl as with NAVPGSCUL. In this sense. the runding 


environment is more similar to that or a university than a 
government laboratory. 


<«. Etrtects of the Local Budgeting Process on Research 


[== 





a End Strength and Management-to-Payrol |! 
Considerations. 


Commands are assigned a specific end strength 
number for a given fiscal year. End strength refers to the 
number or civilian personnel that are authorized to be on 
the payroll. 

Additionally, commands are required to “manage 
to payrol!l"™. A command is assigned a monetary figure that 
cannot be exceeded in terms or the total civilian payroll. 
Hence, the command is given the option of having a smaller 
number of mocé senior personnel or a greater number or 
JUAWOr, Pperscenne l. 

As discussed, both taculty members and NAVPGSCOL 
aS a command are given incentives to conduct researcn. 
Fducating Naval Orricers is the primary mission or the 
school. and a high quality research program is an essential) 
element or graduate education. However, as the researcn 
program must be conducted with teaching requirements in 
mind. and the manpower resources available for teaching anda 
research are limitéd., the quantity or research which can be 
done 18 ettectively “capped” both by labor and by Bbudzece 


GONSTGQSErAtToms. 


be Fanoer Buaweting TOr=rFaculty. 

In the academic planning process, the faculty 
budget is composed of three documents, the budget page, the 
transter notes and billet pages. The budget is based on the 
number of civilian teaching personnel, the number of classes 
that must be taught and the number of theses to be advised; 
the total cost of reguired administrative items such as 
department administration, student advising and the con- 
tinuing education program; and the amount of O&M,N funds 
which have been budgeted for civilian faculty salary costs. 
Each academic department is assigned a certain number of 
manyears, raculty member billets and a teaching load. The 
tinal allocation of the available budget is then determined 
by the Division Dean. 


A department may have Tewer manyears budgeted 


than it has PocU leo 1 | lets. Ir this is the case, then 
budgeted Gé&iMt.m runds will not be surficient to pay the 
complete salaries of all faculty members on staff. Research 
mumeine MUSt be obtained to rill this gap. 2O,net Or exKampe. 


it a department had 1 1lvzZz teaching manyears budgeted ror two 
Biplets, lel manyear or research would be required in addi- 
Mmgmeta the 1 t/2 manyears of teaching to balance the bud- 
get. 

[r the teaching budget is not adequate, it will 


trorce the department not to teach certain courses or cause 


faculty to teach an Overload. Alternatively, the Division 
Dean may choose to transrer manyears to the department’s 
budget, if available. 

Prior to commencement of the tiscal year, de- 
partment chairmen submit labor budgets showing how their 
particular personnel! will be utilized. From this. the 
Faculty Employment Scheduler generates the Faculty Employ- 
ment Schedule for the entire schoo). The role of the 
Faculty Employment Schedule in accounting for research will 
be addressed in Section B of this chapter. (Rer. 13] 


es Labor Budgeting for Non-Faculty Direct Rkesearch 
Support Personnel. 


The nature ofr the research done by certain de- 
partments requires that support personne! such as research 
assistants or technicians be hired. These individuals may 
be nired ror and paid uncer a single research project. 
However, it 1S more common for a Support person to work on 
several! dittrerent researcn contracts. simultaneously or 
consecutively. A given researcn contract may cite the ser- 
vices at a technician fTor six person-months. WIth twowoee: 
researcn contracts charging three person-months each. [ser 
example. In such cases, the department must carerully bud- 
get tor the individual's salary, ensuring that it is both 
uninterrupted and assigned to the appropriate cost codes. 


Flanning or this type 1s done at the department level. 


An employment schedule is prepared every two 
weeks by the Research Administration Office (RAO), retlec- 
ting the actual employment or research reimbursable support 
personnel by various departments. The role of this employ- 
ment schedule in accounting for research will be addressed 
Mmemeection B. of this chapter. [Ref. 20, 21, 22] 


ai. Use of Departmental Budgets and Surveys to 
Determine the Indirect Costs Charge. 


inmadadittonetonthe darect costs inclirred by 
research projects, there are certain indirect administrative 
labor and non-labor costs which cannot be readily identified 
with any particular research project. These costs have been 
recovered by charging the sponsor a flat rate percentage 
Meerrencly 20%) of all direct labor charges tor that re- 
eeeremh project. Whi Seer Ss taken OUemor the research 
project upon receipt or a MIPR or an Urder for Work and 
allows 10% to the Comptroller to pay tor the salariés or 
personnel who work indirectly on research but aren’t charged 
Mere, such as the RAW start. The remaining 1O*% is allo- 
eeeea to the principal investigator’s (PI) academic depart- 
ment to pay POrs ones NWON= i abor Img teeemcosts and bid and 
proposal costs such as supplies, books and telephone calls. 
The method by which the percentage used is determined 15 


Sescribed below. 


 ) Indirect Eabor Cos es. lie Director san 
Research Administration has been tasked with annually sur- 
veying departments and academic groups to determine the cost 
ot indirect labor expended to support research. The ratio 
or indirect to direct labor then constituted the charge tor 
indirect labor costs in the upcoming fiscal year. (Ref. 
es:p. 3] Currently, this charge is 10% of the total direct 
labor charges. 

es) [ndirect Non-Labor and Bid and Proposal 
Costs. Academic Group and Department Chairmen have, in the 
past, submitted an annual budget of indirect non-labor and 
bid and proposal costs. (See Figure 10.) (CRetr. 2e:p. 2] 
This information was then used to determine the appropriate 
percentage or direct labor cost to be used for indireece 
COSsts In the Uupceomi neat scalevean. 

The total amount of indirect non-iabopwame 
bid and proposal costs has not been permitted to exceed 1LO*wR. 
Or tne totai direct labor costs for any particular rélmpoenee 
able researcn job. (CRet. 24:p. 4] NAVPGSCOL 15 Current 
using a 10% rate ror these costs. 

ey, Totai indirect Coests ehagze. The total in- 
diract cost rate to be charged has been determined annually 


by the Frovost. and not permitted to exceed the sum of 
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indirect labor and non-labor and bid and proposal costs. 
Accordingly. the Frys/ indirect cost rate for NAVPGSCUL is 
Z2O%. CRef. 23:p. 4] 

e. Budgeting ror Individual Research Projects. 

Research proposals are prepared by the indivi- 
dual Pl’s, describing the work they intend to do and 
indicating possible outcomes of the studies. In effect, they 
are contracts which state the research activities planned 
and the anticipated costs of performing them. 

The PI must ascertain the total! funding required 
to complete the job and adequately justify this figure by 
uSing the proposed budget page. The budget page will list 
the estimated costs of salaries for tne researcher and his 
or her support personnel: indirect costs for labder. bier 
proposal costs, page publication charges and travel for 
presentation or research resuits at Symposia; equipment and 
supplies: roreign and domestic travel: and publication 
Ges esi. (See Figure fi 

[tr the sponsor agrees to fully fund a project. 
it will be billed for a!l the actual direct and tadizeee 
COSsts Of Ehe sora jeu Direct labor charges are based on a4 
daily rate with an acceleration rate ‘(currently 22 1/7 Sees 
appropriately allow rar benerits directly associated with 
labor, such as earned annual and sick leave, retirement and 


insurance. Equipment, travel and supplies are cnarged to 


G: 
C: 


" BUDGET PAGE 


Estimated Costs 
A. Salaries 
1. Faculty Member's Name 


a. Principal Investigator 
(One academic quarter plus one 
intersessional period) i 


b. Associate Investigator 
(One academic quarter) 


2. Support Personnel 


a. Technician (6 person-months) 


3. Total Labor Charges 


Note: The above includes direct benefits 
such as insurance, retirement, earned sick 
and annual leave. “i 


B. Indirect Costs (Percentage to be announced annually) 


Auth@ized indirect costs incurred for the 
support of research projects at NPS are 
included in this proposal and include 

such items as indirect labor costs, 3id 

& Proposal costs, page publication 
charges, and symposium presentation travel 
subsequent to project completion. 


C. Equipment and Supplies (List items of equipment) 


Note: Unless specifically stated to the contrary, 
acceptance and fiscal support of the proposal 
authorizes approval of the procurement of equip- 
ment as indicated in the proposal and retention 

or title to that equipment by the Naval Postgraduate 
School. 


O. Travel (state where, if known) 
E. Publicacion Costs 


(Lise costs if intention is to puolish 
results or the project) 


: TOTAL ESTIMATED COSTS: 


ashes IIL leitswel dee erates) 
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$15,000 


8,000 


7,500 


$30,500 


$e7io 


Suyyio - 


the project without any additional surcharges. lndirece 
costs are charged on the basis of the indirect cost rate 
described in subsection Z2.d. of section A in this chapter. 
Therefore, anticipated costs must be carefully 
estimated and budgeted, using the appropriate acceleration 
rate for labor and considering all supplies. travel and 
equipment that will be required. Recognizing that a portion 
or the research contract money will be used to cover in- 
direct costs of research rather than the direct costs of the 
contract is crucial, since, as previously mentioned. these 
funds are removed by the Comptroller when the MIPR or Order 
tor Work and Services is received. This money is unspend- 
able insorar as the Pl is concerned. Any monies not spent 
ace, or course, reclaimable by the sponsoring activity. 
3. Proposal Submission and Review Frocess 

Upon signature or the department chairman, the pro- 
posa 1s torwarcded to the Director or Research Adminis-—- 
tration. lf appropriate. it is signed and forwarded toma 
Divisivun Deametor AaAporeval. 

Requests ror Foundation Funding are reviewed by the 
Director of Research Administration and the Division Dean. 
Upon signature. the proposal is torwarded to tne Researcn 
COuUNnGCil tor cseerom- 

[tr the project 1S approved by an external sponsor, a 


MIFR or Order tor Work and Services will be received by the 


Comptroller from the sponsoring activity. If disapproved, 
the investigator may resubmit to an alternate sponsor. 

Funds can be obligated for this project once an 
acceptance is made and the accounts are opened in the [DA- 
re". This will be addressed in greater detail later in the 
chapter. 

4. Post-Acceptance Constraints on NAVPGSCOL's Actions 

As noted in chapter I! reimbursable tfrunds may be 
used only for the purpose intended by the providing activity. 
It should be noted that the monies received may be either 
from the RDT&E or O&M.N appropriations. As previously dis- 
emesead. the purpose or the funds and their availability ror 
Obligation anda expenditure are not altered by their 
transference to a dirrerent activity via reimbursables. 
Hence, acceptance of research reimbursables by NAVFPGSCUL 
requires that these funds be kept separately identiriable. 
that they be spent only on the appropriate type of items 
(investment or expense). that they be utilized only during 
Mena epreapriate time period and that the tctal amount or 
funds provided not be over-oblizgatéd or over-expended. 

The terms of approved research proposals must be 
honored. wesw nonmmw to tye contractual terms in the pro- 
posal. some sponsors provide even more stringent written 
guidelines. These guidelines must be rotiowed it the re- 


Search funding is accepted. 


Oi 
Ca 


However, the exact direction which wil!) actually be 
taken in a research project is, by the very nature of 
research, uncertain. This requires that there be some 
flexibility in the way trunds are spent. Recognizing thi 
NAVPGSCOLINST 3900.1 Ckef. 14:pp. 1-31] provides for ageer. 
tain amount ofr deviation between actual and estimated costs 
listed on the budget page. 

Major changes in plans must be submitted to the 
Director of Research Administration, who may approve the 
change, rorward the change to the Division Dean, or require 
explicit sponsor approval. This can be done either by tele- 
phone conversations between the sponsor and the Director or 
Research Administration, receipt or a memo from tne sponsor 
Ziving his approval, or the sponsor's written approve ive wee 
moditied proposal. 

= Summary 

[t snould be noted that researcn tunds are uséd to 
pay tor all costs associated with research activities. vCare 
must be taken to ensure that all direct costs ofr researcn. 
labor, travel. support and materials. are incurred and 
charged to the specitic research job order rather thangs 
the Ush.N runds whien are provided tor the teaching missitam 
are2a. Indirect costs are charged to tne department’sS ine 
direct cost funds or to the Comptroller’ s indawecteleraan 


Cos © “funds. 


Thus, research tunds can be viewed as falling into 
one or the tollowing categories: 

a. Principal Investigator’s funds which are specifically 
allotted to cover the direct costs of an approved 
research project (either from external sponsors or 
from Foundation Funds). 

os The department non-labor, bid and proposal funds which 
are used to cover a department’s indirect costs ofr 
doing research. 

2a The Comptroller’s indirect labor cost funds which are 
used tor research support labor not directly 
associated with individual projects. 

B. TRACING THE FLOW OF FINANCIAL INFORMATION 
This section will narratively trace the trlow of tinan- 
cial information throughout the NAVPGSCOL system, discussing 


tne 


L) Method used to initiate an account on the orficial 
and memorandum accounts, 


a Purchase requisition process, 
J Travel procedures, and 
ae) Labor data accumulation. 
Purcnase., travel and labor data entry and filing will be 


memeeoe ss they™ occur in the protess chronologically. 


Specific reports generated will be discussed and examples 
snown. 
or Initiating Research Accounts 


Wears ts Notif~tred by the sponsor when a proiect 
has been approved. The accounting data are then entered ty 


Memeompieraller*’s Urrice personnel into the ortricial 


SS 


accounting system (IDA-IIB) and the tocal memorandum 
accounts ‘(AIMS program on the WANG). 
a. Actions Required Prior to Accepting a Job Urder. 

The analyst must have a copy of a funding docu- 
ment (either a NAVCOMPT Form 2275, a MIPR, or a government 
check), and an approved Research Proposal (date stamped by 
the Correspondence and Records office signitying that the 
Original proposal was sent out) prior to setting up an 
account for a researen project. 

The analyst is required to re-tally the figures 
on the budget proposal to ensure correctness. The budget 
proposal must match the funding document authorization. 
Atter totaling tne direct and support labor estimates. the 
~U% charge tor indirect costs 15 subtracted when appre. 
priate. 

A Variety or codes that will enable the account-—- 
ing data to be aggregated to meet management needs are 
assigned. The budget anaiyst allots a segment number and a 
block or serial numbers to each runding document. (serial 
numbers arz used in tne document numbering system ror travel 
orders (TU and purchase fequi si tiaensmien 

in most cases, there will only be Gne job Brae 
associated With awrundineg Gocunene. Fach job is assigned a 


job order number. Generally, an end use jobd order number 


O: 
Or 


(\EUJUN) 185 also assigned to allow AAA to bill the appro- 
priate activity. (EUJON’s are not used if the funding docu- 
ment is a MIPR, the sponsoring activity has the same AAA or 
the item purchased is expense element Q). 

A reimbursable category code is assigned based 
on whether or not the funds are considered to be restricted. 
Restricted funds are from O&M,N appropriated funds and can- 
not be used for items in excess of $5000. The funding 
document is then accepted by typing on the document the 
following: 

Accepted: (the date) 
mepreop: (the appropriation from which these funds originate) 
Job Urder: (the job order number for that job) 
Segment: (the segment number for this funding document) 
EEC : ‘appropriate to that PI’s department) 
BeoUN: (it appropriate) 
Reimb Cat: (rrom reimbursable category list) 
b. Establishing the Account on the IDA-IIEB. 

The above intormation is entered into tne IDA- 
l1[B database via one or the online terminals. Aan Ceguses. 
Pmoeeasadition., that the total funds that this particular job 
order is authorized be entered iMmarder to establish the 
Seecount. Fumedane “authorisation. as this process is calied. 
1s perrormed only when establishing a new account or 


aménding an old account. aS would oe done if a4 Sponsor were 


meapprove additional tunding. 


Si, 


aie Establishing the Account on the WANG. 

Similarly, this information is entered into the 
AIMS program on the WANG computer, thereby establishing the 
account in the memorandum records. The WANG and IDA II-B 
computer systems are not compatible. Thus each requires 
Separate data input. 

The analyst is required to take 20% or the total 
direct labor costs from the budget page and set these runds 
aside to cover indirect costs. The 20% is rerlected in two 
additional amounts which are entered into the WANG. Depart- 
ment indirect cost money is addéd to the appropriate depart- 
ment’s account for indirect non-labor and bid and proposal 
COSts. Two dirrerent segment numbers corresponding to res- 
tricted and unrestricted funds are used to Ségregate invest- 


Ss See 


4. 


ment trom expense type monies. The remaining 1LO%x 
aAaSide within the original job G@rder tor indirect (auan 

GOS tse This ensures that it 1s not inciuded in the net 
available figure that the Pl uses to obligate money. 

The runds authorized tor labor are taken Griaiae. 
budzget page and entered into tne WANG unger that job order 
S45 a2 cCOMMitMent ofr labor reservation rile. The total amount 
available to be Spent (or the authoricatison less 20 er 
direct labor costs) is also entered. 

Unce the runding documents have been accepted 


and the accounts nave been initiated. the funds are 


available ror obligation by the departments. Departments 
are notified through the RAO of fund availability via a memo 
from the Comptroller's Office entitled Funds Authorization 
Grant/Change. 

vee Purchases 


a. Academic Departments, Academic Groups, and 
Research Groups. 


Investigators and chairmen are sensitive toa the 
facts that only items cited on the budget page may be 


purchased and that the proper types or funds must be used. 
Some chairmen screen all purchase requests (PR’s). However, 
they do not compare them to the budget page. Hence, only 
the most significant deviation is likely to be noted at this 
stage. Chairmen rely on the PI’s to obligate funds in 
accordance with the budget page and recognize that the RAU 
wlll closely review the PR’s as well. 

Sorina, “Gameerl of Fl” s and chairmen is the 
Mmoiaainz status or research accounts. Records Must be care- 
fully maintained and monitored to ensure that only the items 
requisitioned for a particular research account are cnarged 


ome 


Uf} 


MemeemaceecOst COde and that the cnarges are correct. 
departments Keep manuai accounting records, others have 
partially automated their records. 

Cay Manual Recordkeeping ifethod. In some 
departments, the Chalrman’s Administrative Assistant (AA)? 


Memmteins One Or more notebooks for research accounts. with 


0: 


a separate log sheet for each account’s PR’s. An gaddi- 
tional notebook is maintained for department indirect cost 
money. A pending notebook is kept for items which are on 
order but not received yet. 

Bi-monthly RAO reports are retained for each 
acceumc. These reports are compared to account log sheets 
by the AA to ascertain whether or not charges are appro- 
priate and price changes are reflected. Conflicts between 
departmental records and the RAU report are brought to the 
attention of the KAU. 

ir the PI wishes to spend his research 
account money to purchase an item, he writes a memo or 
Supmits a locally presparéd purchase request rorm to the AA 
detailing the item, its price and the desired source. The AA 
prepares the FPR, @nsuring that the seriai number assigned is 
witnin the black ef numbers assitezned SOmeharerescar en 
aAcsount or department. The PR is then initialed by the PI! 
and generally signed by tne Chairman. 

A photocopy or the FPR and the memo or 
request rorm are riled in the pending notebook. Fertinem: 
intrormatilon Such as “ne issuer. FR number, individual Gores 
Tessor, item purchased, and the price or the item ‘estimated 


Sng actual) are. recorded on the log sheets in BON the 


account notenook and tne pending notenook. The FR ana 
Paeberect Cost Form (15 appropriate) are then torwar@ed to 
KAU. 

Non-Navy stocked items are ootalned tnrougn 
Upen Furcnases. Tne AA will also retain a copy or tne 
purcnase order used Tor that item. 

Upon recelving an item, tne AA logs tne 
agate onto tne appropriate log sneet and signs and dates tne 
warenouse recelpt. whicn is a copy or the FR superimposea on 
a DDL155 FPurcnase Urder. (See Figure le2.:} The warehouse 
receipt is then generaliy attached to the PR package and 
retained in that particular research account’s section. 

(2) Partially Automated Method. Departments 


tnat nave partially automated systems Maintain tne recora 


Uf 


mescripned apnove. Additionaiiv. ail FR’s are usually 
Meecorqaed’on # personai computer iFus. A SOTtware BPacthadge. 
SUCN as KNOWledzge-Worker, Eenadles account status to ce 
printed in syreaasneet rormart. This 15 tnen used as tne 
Seceunt io sneer. Frequently, departments emplioving Fe 
a:SO Maintaln computerized inventories OF items received. 
Perec reitarly tror nliwn valwe items. 
Can be quite sophisticated. im tne case or oné large 


if 


Wh 


Searcsn wrsaurn. ror axampie. internai cepnorts are pr2nared 


meGeOlanming purposes whicn are almost solé@liy pasea on tre 
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Figure 12. Warehouse Receipt 
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mroup’s records. The only piece of external data included 
Zoetne Dalance rrom the RAU report. ( De eiad 2 OU rere ss 


(3) Exceptions. It has been noted-that depart- 


a -~ 
oe Oe eee eo 


ee ne ree 
a Se ee ee eee 


One départment surveyed. however, relays all purchase reques 
TOorms and warehouse receipts to the Pl! for nis persona! 
cecords. Hence. this department uses manually_prepared log 


sheets and purchase orders twhen applicable), as its sale 


adocumentary evidence or transactions. ee 


db. Research Administration Office. 
a The PR package is reviewed by HOMO Seer noe 
Administration Assistant, who ensures the item is consistent 
with the approved budget page, no errors were made in pre- 
paring tne aocuments. and tnat the amount on the FR does not 


exceed tne permissidie leveis Tar tnat accounct’s source 


fememOrlaAtlonm (1.¢@.. tnat U&M.N tTunds ar 


i! 
= 
Oo 
ri 
Wi 
is) 
iB 
a) 
| 
Oo 
3 
fh 
2) 


investmenk item). leet wis cme sepmMpated tS EhemRAg vally 


wee Tun s 
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Peance SUMNMaryYy tO ensure that tnere areé surricis 


The rRese@arcesn Administration ASSIStant sSslgns the 
miveewuils tne pink Copy. ana gives it to tne data entry cles 


With the supporting documentation. Remaining copies or the F 


are raorwarcea to issue Control ‘isuppiv Depnartment.. 


~I 
(at 


Wet eee es 


“—=—-ments generally maintain files of all documents submitted. 


0° eee ee oe 


we ee» er oe 


is 


* FEB 25 87° FUNDS FUNDS 10% CURRENT COMPTROLLER PROPOSED 
PROPOSED RECEIVED BUFFER BALANCE BALANCE BALANCE 


ONR-OCN1 RCGDS ‘ 


XXXXX RCPSQ | | ae 


== = = SaaS Se SS SS So Sa SS ES aS SP SSS SSS SS] WSS SSS 


TOTALS $451860.00 $341860.00 $2849.74 $148925.28 $53409.99 $246175.28 


SALARY INDIRECT COSTS 
FEB 25 87 SPENT CURRENTLY PROPOSED PROPOSED SPENT 
ACCT PROPOSED RECEIVED WAGES AVATTARTR RAT.ANCR - TOPAL TO DATE 


NOSC-EOMT axLDS | 


SSSSSSSss= Sale wew en Hs SIS SS2ts=e3e 2sS=SSSS =f sS=SSS5>S>55 ssSS5252=555= SS SSSS==S= 


TOTALS $222150.00 $158400.00 $52104.12 $116295.88 $170045.88 $46430.00 $33680.00 


FEB 25 87 EQUIPMENT /MISC/PUBLICATION CURRENTLY PROPOSED 
ACCT PROPOSED RECEIVED SPENT _.. AVAILABLE BALANCE 


ONR-OCNI RCGDS 
NOSC-EOMT RXLDS 
ONR-ARCTI RXJDS 
ONR=HEXOS RXRDS 
NEPRF-ARC RXSDS 

NPS RSPTP 

ONR-TWIT RXUDS 
NEPRF-SNI HAGGETY 
ONR-DOLE XXXXX 

NSF REST SH 
XXXXXX RCPSQ 


$125430.00 $104430.00 $79341.24 $25088.76 $46088.76 


Figure 13. Spreadsheet from a Research Grouno's 
Memorandum Accounts 
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The data 1S then entered into the RAUG’s FORTRAN 
database on the computer. It is later printed and compared toa 
the source paperwork. 

ier eslentirrc Stari assistant in the RAU 
Verities the printout against the source paperwork. Cnanzes 
to the data rile. if necessary, are made. Arter the data are 
Satistactorily entered into the maintrrame computer. aii 
gdgocumentation 185 riled. 

oer Issue Control. 

The FR is edited to ensure that it has been 
mer ea Out correctly. If the item has a Naval Stock Number 
(NSN) twhich is rfrrequently not the case with researcn:. tne 
current price is taken from tne list of valid NSN’s ana 
Ccnanges are made if necessary to the price and NSN Listed on 
m@eewrn. ine FR 1S tnen Stamped with a@ purpie "V" and 1ni- 
Mmatead tS indicate 1t has o@€n througn issue Vontroi ana 


Trice. 


C: 


merwaoreded to the Comptroller's 


d. Sempucen | ec ioeewe rT 1 cen 


t(D 
Ww 


oe ay, ahirrere 1 er hes Tne edie clerk ws tne 
Sezgméent-Job Urder,s Document Numper Listing to ensure tnat ine 
memers MAGe Gut ror a valid i100 Order and that tne numoers 
@A@sslgnéa are correct and consistent with eacn otner. Sne 


Mmen cmecks tne FR against the FI cara riié to ensure thar 


tne correct sérial and segment numboers nave been used. 


~| 
cn 


The Job Urder Status Reppert is wsed ta 
determine the amount of money remaining in that account. 
Cases where there are insurticient funds are rererred to the 
budget analyst assigned to that account rather than being 
processed further. Expense elements are checked against the 
master list to ensure the proper code has been used. and 
changes are made ifr necessary. 

PR’s are screened to ensure that they have 
been properly filled out and are then date stamped anda 
lnlitialed to indicate approval. The edit clerk removes the 
green copy or the PR and a copy of the SF 30 (FPR continua- 
tion page). as appropriate, and sends them to the budget 
anaiyst nandling that account. 

Approval to mak2® price changes on 4 FR may 
suosequentiy te requested or the edit cierk oy the Frurcnas- 


ing Division. [fr thé cnangés are iass tnan $100, they are 


Li) 


veroaliy approved and tne edit cierk prepares a Request tor 
bocuméent increases vecrease. These are rorwardea to tne 
DUC ZEtC Vane, st Tor vent ry. Cnanges in excess or $luvu are 
rerercrce#a to the anaivst wneo wili approve or disapprave tnem 
Orn tne 64515 Gr tne account sbaiance. 
eae budzget Analyst 

The oudget analysts receive intermatisn 

avout oOllgations trom tne FPR packages previous!iy aescrised. 


Tne analyst enters tne Uriginalt Document File on the waANs 


and inputs the job order number, document number. expense 
element. and contract number. She then enters the trans- 
actions rile. enters the obligation and posts it. Et 
insufficient funds are available to pay for the item, she 
investigates the reason. 

The transaction 15 next entered into the 
BeA- IIB. IDA Teatures a set or menus which must be stepped 
mmeeough COnNSecutively to properiy identity the job order to 
Meme tme obligation will be charged. Any errors made 
Cannot be changed by NAVFGSUCUL but must instead be relaved 
by telephone to AAA, which will correct them. 

This thesis nas rererred to NSU Vakland as 
an AAA to empnasize its accounting role for NAVPGSCOL. It 
13 more accurate, NoOwever, to use the term FIPL. since NSe 
Uakianag aiso disburses money to liquidate NAVFGSCUL's 
Sellseations. 

MeecQegitial,y. tne Transactuom disvting wnhnien 
15S received rrom AAA reriects tne trunds sbdligated anda 
entered throsugn the on-line terminal by NAVFGSCUL. Petes 
11S5tS tne expenditures which have been made by AAA GN DENALI 
StrewaveGsluol since the last reporting perlod ended. 

Tne Transaction Listing is thererore used 
Sree ne Duazet analyst to record *xpenditures ints tne memo- 
randum accounts and aecrease tne net amount or money avaii- 


Bole On the particular job ord2r Master autnorication. nce? 


~1 
~l 


the obligation has been totally liquidated through one pay- 
ment or several partial payments. the document can be re- 
moved trom the WANG’S Uriginal Document File and entered 
into the Original Document History File. 
e. Supply Department. 
Arter the edit clerk removes the green copy or 


the PR, it is trorwaraged to !ssue Contro!. Standard stock 


1tems are ordered from the Navy supply system using a MIL- 
STRIF message. Upen Furchase items must be obtained by tne 
Furcnasing Division through non-Navy sources. Arter the 


contract 1S awarded, a copy of the purchase order (bD1155) 
and the original or the FPR is sent to the Receiving Branch. 
or warehouse. Copies or the purchase order are also sent to 
tne vendor, the arnaering department (to notiry them or any 
price cnanges that may nave occurred), and to Receipt vcon- 
trol. The warenouse uses a pnotocopy or the purctnase requi- 
Sl1t1lon superimposed on tne Lb1155 as a receipt. ATter tne 
1tTeM 18 accepted by tne department. the kecelving Branca 
Torwards the Signed receipt ta Recerove tena. 

Receipt Control 15 required to ecertigry 1 tives 
Tor payment. in oraer to do B66. Receipt Contral must )ramwee 
have a copy or tne invoice, a warenouse receipt signed by 
tne Receiving Brancn. and & Warenouse receipt signed by tne 
c@questing Department. proving that the item recelved was 


the item orcered anda 15 in working condition. Tne package 


~ j 
~ 


Oh 


is then rorwarded to AAA, so that AAA can liquidate the 
obligation. 


S. Travel 


a. Academic Departments. Academic Groups and 
Research Groups. 


PUmwoemenoteceimesWbsection B.2.a. or this chap- 
ter that some departments maintain manual accounting re- 
cords, whereas others Keep automated accounts as well. 
Departments generally keep tne same style records for travel 
as they do ror purchases. Some departments even use the same 
log sheet for both, although the travel orders (TU) anda 
FR’'’s may be prepared by difrerent people. All departments 
Surveyed kept central files of travel documentation. 

Teavel may be funded by either a speciric re- 
search account or department indirect cost money. Tne 
Demactment thalicman approves ail travel excepr his own. 
which 15 approved by the appropriate Division Dean. Wn1l.e 
cnalrmen do not speciricaily compare the travei orders to 
tne budget page, they are usualiy Tramiliar with tné travel 
planned, since travel impacts on teacningzg ciasses. 

Hraers must ne accompanied by a Trave!i Work- 
Sneet. FPasséenzer Reservation Request. Travel Request rorm. 
Pwmineeit GPPmopPmiate. an Indirect Cost Form. itavel. is 
NOgmed into the pendingsg and account notenooKs previously 
mentioned with the 135suer, tango numoer (a type of AocuUMENt 


Serial numoer used ror travel orders). date issued. 


individual traveling, destination, and the estimated and 
actual cost. A copy of the orders is retained in the 
pending tile. The orders and attached forms are then for- 
warded to RAQ. 

lene Research Administration Uttfice. 

The Research Administration Assistant reviews 
the package ror errors upon its receipt at RAU and ensures 
tnat any proposed travel was listed on the budget page. The 
TO amount is compared to the RADU Daily Balance Summary to 
ensure that tnere are sufficient funds remaining in the 
account. 

[r consistent, the Research Administration 
Assistant signs the TU. puiis a copy and gives it to tne KAU 
data entry clerk with tne supporting documentation. TAs 
lnTormation is tnen entered into the FURTRAN database ana 
later veritied by the sclentiric stati AsBiStamt. UsSimeeeee 
Same procedure previously described for PR’s. Copies or ali 
qdocumentatlon are riled. 

ex Lomptra!) ler’ s Urrice, 

ey, Elite Werelen The edit cscierk cnecks the Job 
Uraer status Report. ansuring that adequate rundas are avali- 
atvie ror tne travel. The documents are then date stamred. 
trave! stamped. and rorwarded to the Supervisory Fiscal 
Analyst. Atter the travel is completed. the oroers will be 


reriuacned to the edit elerk with a Travel Voucher summa. 


@ttachned. 


inal travel! orders for 
budget analyst. 
(cz) 


Moeeery Fiscal Analyst r 


regulations to ensure that the criteria for ofrficial 


are met and that the tr 
wovernment. The travel 
travei clerk. 


(3) Travel 


dates requested and explanation or why weekend travel. 


emeluded. is required. 


Not oe paid 
she a4 


travel. ensuring tnat fr 


cesearcn reimoursabtites, 


Semeo!l is runded throug 


even "no cost to the go 


an @#xpense in terms ofr 


mar aed properiy. ane 


and tne Travel Request 


Eee, 15 fetucnea to the 


tne appropriate pbuaget 
ATterc 
is 


package riled separa 


The documentation 


oupervisory Fiscal Analyst. 


is reviewed against the orig- 


errors and then torwarded to the 


The Super- 
eviews the orders against the travel 
travel 
Imterest of the U.S. 


avel is in the 


orders package is then sent to the 


cillerk The travel clerk checks the 


LT 


Tnis is done so that per diem will 


inappropriately. 


SO reviews the runding source or tne 
esearch travel is tTunded tnroudgn 
while travel ror the benerit or tne 
nani. Nee Tr unds . recognizing tnat 


yvernment™ orders actually represent 


tney 


labear. eons 1Nnportank that pe 


Sil s C€wor couples of tne fravel 


e 4 
ros 


Pern Let mer = Tne remaining 


Sie (leo cnn) wie rOorwaGe leo. 


aces oG Ghery dnte the system. 


is complete. tne ofders 


the travel 


2oly ow waheene Giaim’ ror 


Oe 22ers 


reimbursement. 


When the check arrives. the travel clerk logs the name of the 
traveler, the check number, the voucher number and the loca- 
tion to which the check will be sent and then ensures that 
tne member receives it. The copy of the voucher which was 
received with the check. tne travel clerk’s copy of the 
orders, and any attached paperwork such as travel advances, 
are returned to the edit clerk. who tforwards the documents to 
the budget analyst for entry into the system. 
4 Labor 
a. Civilian Personneieetawiece (ero). 

CPG prepares a Notitication of Fersonne leer a 
(Form 50) wnen a civilian employee is hired. All pay status 
cnanges require tnat a new Form 50 be submitted. Copies of 
this rorm aré sent to AAA Lbdby transmittal letter), the 
individual Nired ana the Labereeraien. CPO retains a copy 


to use ror data input to the Fersonnel on Board [list kept on 


Les: Pie 
O's Academic Departments, Academic Groups anda 
Research Groups. 
Vl)” Suppon teers iimere Lmao Ly Pel aces personally 
rill out theirs time cards  (NAYCOMPT ste cer lec: ine ee 


mours tney actually worked during the time period, including 
In, Sut time. overtime, annual ana sick leave. and any apbn- 
sences witnout ieave. Tne purpose of tné time caras 1s toa 


account ror hours worked for payroll! ana timekeeping: hence. 


they do not include cost code inrormation. Department 
chairmen Veta the cards’ accuracy and sign them prior to 
Submitting them to the Labor Branch. 

Support personne! may spend a workday on 
more than one research project. Departments prepare a memo 
Tor submission to RAQ which cites the hours spent on each 
job order by each support person. Frepared on a bi-weekly 
basis. this intrormation is used in the Research Reimbursable 
Support Fersonne! Employment schedule. 


C2 omer acuity . Faculty members are not required 





to prepare and submit time cards. {[nstead. Facuity Employ- 
ment Certirication memos are prepared for eacn pay period by 
the departments and signed by the chairmen. stating tne 
number of hours spent ody each protressor on both teaching and 
researcn cost codes. These are forwarded to tne Faculty 


Pmoroyment scheduler. via tne RAU. 


ne 


Changes to tne raculty Employment scnedul 
Prepared at tne beginning or tne year occur continual l;-. 
Additional memos reriectinzg changes are sent to RAU as ther 
occur. and tnence to the scheduler. wno will generate a new 
Semecaule ter eacn pav period. 

Faculty may be partially runded by ud&h.™ 
and Rkesearcn during a given period. fenee. accounts Tor 
the amount or time spent On researcn and teaching accurately 


moeerrtical ror the school to be appropriately reimbursed. 


Cis 
Cu 


Ge Research Administration Office. 

The Scientitic Statfr Assistant compi ese ine 
Various support personnel memos from the departments bi- 
weekly. These memos are used to prepare the Research 
Reimbursable Support Personnel Employment Schedule, which 
lists each individual and the cost code to which his salary 
is assigned. The appropriate jobs are charged for !tabor on 
the RAW accounts. and the schedule is then forwarded to the 
Labor (ee eaine me 

Similarly, the Faculty Employment Schedule, as 
amended by any changes received from the departments, is 
used to charge tfaculty salary costs to RAU accounts. The 
sclientitric Starr Assistant reviews all changes made to the 
scnedule to ensure runes are available. posts the proper 
accounts and then rTorwards the cnanzges to the Facuity 
scnéeduler. any further changes ars made t0 the RAU aceauiae 
on the basis or the new Faculty Employ meneesecncou. 

pe Director or Academic Planmins Ss ur ere =: 

Ca) Faculty Scneduler. The Faculty Schedules 
generates the Faculty Empioyment Schedule on tne basis oF 
f£ne inittal departmental input and any shanzgsas whlen jae 
maae. This scnedule is tnen promulgated to the departments, 
tre raul and the Comptreller’s Ulitvee “labet  beaneaee 

Additicanally. she compiles intrormation room 


tne departmental Faculty Employment Certirication memos. 


preparing the bi-weekly Faculty Employment Certirication 
Letter ror the Comptroller’s signature. This letter is also 
forwarded to the Comptroller’s Urrice ‘(Labor Branch). 
e. Comptroller’s Orfice. 
(1) awor Branch. 

(a) Utricial Labor Records. AS previous- 
ly described. an individual’s records are placed in the IDA 
tiles and the individual is included on the payro!! when AAA 
receives tne Form 50. Information concerning a worker for a 
particular pay period is then accumulated on lator and time 
cards or via tne Faculty Employment Certirication memo. 

Civilian personnel are required to 
mer Gut bi-weekly labor cards. However. in the case oar 
mesearcecm personnel. ltabor cards are completed by the Labor 
meanen Qf the Comptrolier’s ortrice rather than the indivi- 
Semeee on the basis ofr the Support Personne! and Faculty 
Empioyment scnedules. nie, tagqr, cards are compared with tne 
meme cards Or Faculty Employment Certirication memo to en- 
Sure that tne total hours on each document balance. Lavor 
Eeeects. time carcds and the Faculty Employment Certification 
Mevmeter are then torwarded to two ditterent sections or AAA 
meee emterced into tne [DA |JI-E. 

(bI Memorandum Labor Records. Baber acs 
Pee recorded by the Labor Branch in a rile on the WANG 


entitied FayreclisBudget Master. A separate rile 1s 


initiated in the PayrollyBudget Master ror each person, as 
they are hired. on the basis otf the Form SO. This tile 
contains intormation identirying the individual. his 
command, the department, and line manager. It gives the 
term or appointment (for example, ! year or 3 years), shows 
the emplovee’s employment status (full, part-time or inter- 
mittent), the number otf hours worked per week, grade and 
Step rates tor hourly, daily. overtime and annual purposes, 
the clock code. and the appropriate AG/SAG. Lastly, the 
tile notes the type of funds used to pay salary costs (U0&M,N 
or reimbursable), the billet number, when the person was 
employed and (it appropriate) terminated, whetner or not he 
intends to réturn.,. the occupational series cade, and annua. 
tani 7S eacuSs. Terminated personnel friies are piaced in an 
arcnive or history rile to reduce the $s1z26 61 the rPayroue 
Buaget Master. 

Costs or labor are entered int anime 
memorandum records py Labor Branch Fersonnel bi-weekly in 
concurrence with fabor and time card submission to AAA ae 
inrormation input is not rerlected in any way in the ilmeneeee 


dual Joop aceeuncs- A local report is then generatea, snaw- 
ing the exact intormation that WAVPGSUGl@emomittca., en 


lates comparison purposes With AAA S Transaction Cistine 


fener 


On 
an 


(29 Budget _ Analyst. 

Cae) Uri Teclalmlabor heecords: The [DA 11-B 
is designed so that labor data can be entered oanly by AAA, 
via the time and labor cards and the Faculty Employment 
Certification Letter. This is in direct contrast to travel 
and purchases, where obligations are entered online by the 
Budget Analyst. 

The Budget Analyst compares the labor 
information trom the IDA Transaction Listing report with the 
WANG Labor report generated by the Labor Branch. The two 
meports should concur. Variances are investigated and 
resolved. 

Labor costs are then entered into the 
memorandum records by tne Budget Anaiyst for each individuai 
SreeOllnt, and subtracted rrom tne balance in that jiob order’ 
Weea@r reservation file. Thus. the budget analyst wil} 
arrive at a new balance or labor available, as well as a new 


mecreameunt available on that job order master autnorization. 


o. PeeewmnltiNG FUR RESEARCH MONIES 

Peels impessibic ta adequately document inrormation 
Powe as Was Gene im Section B of this chapter, without alse 
describing much ofr the mecnanicail aspects or the underlying 


acscounting system. Heme ems ese tian will wsoncentrate on 


Co 
sj 


the characteristics and capabilities or the accounting sys- 
tems employed by the various record Keepers, rather than the 
details of how information is entered into them. 

pe Principal Investigator’s Memorandum Accounts. 

The RAQ issues two copies of their bi-weekly report 
to each department for the Chairman and the PI. Typicagin. 
the PIi’s review this report (Figure 14) for any extraneous 
entries, note any items that are not reflected, the total 
balance of money left in the account, and the amount una- 
vailable due to NAVPGSULOL’s retention or 10% for price 


changes in the case of purchase requisitions (PRs) and 


EraVvVels: 

Codes are provided on the report to assist ineeese 
Gategoryeclassimpea tua. Ir unoblizgated batances in the 
Satezgories or travel. FPR’s or labor are desired, tne FI must 


Sum up the items listed under appropriate category codes. 


(see subsection €. 3. 8) penis wenapte tw Any discrepancies are 


{fy 


brougnt to the attention or the Department or Academic croup 
account keeper ror investigation. 
PIl*s accounts are primarily ot the checkagoar 


Vac l=. The PI retains seoples oY the FAW repo, econ 


gi 
“3 
8) 


period to period. notes the beginning and ending balance 
uses the balance or runds available ror axpenditure toa 
Getermine whether or not Turther travel ar purchases can be 


ooligated. Generaily. Pl’s records are not supeartede 


l 


12-39-85 
ACCOUNT 
3 AL ANC 


P AGE 


EXPIRES: 
SUoS10~ 
YALANCE 


2abl/4 
SUBSTO. 
OBLIG 


OTHER 
OoLIG 


SEGMENT NO. 


O38 1G 


LAHOR 


STUB 
NUMBER 
6098-2964 


4-17-86 66498996 
6054-8996 


UPOATE 
INFO 
00 1 
0-0 86A8996 


SERIAL NO(S)e 8976 THRY 
FIRM 


20305 


oc 


HATt COOE: 68vS 
26ENV 


WASHINGTON, 


Bll 
NOAA, TORONTOs CANAOA 


NAR 


SUBTASK S39— NPS-OMA JOINT PROGRAH 
ENV MAPPING 


COST COOE: RZAGl 


ELtis Feb. 


TITLE? 
ITEM OESCRIPTION 


NAME 
2 OECe 19866 
SPONSOR: OEFENSE MAPOING AGENCY > 
OATE 


ACCOUNT: 
AS OF 


> OPO ot ot 
PAM P= pe 
eeene 
Po FeO ot 
FOND 
orcoo 
PAO 
mney 


Ooo000 


oo0o0o°0 


TO MONTEREY 
E>, APRIL 


f 


HOCOSO 
FOROS 
OAD 
QBHoog 
peues 
NALA 
oo°oorF 
NANA 
6600S 


valal a) 
ore 
o90 
Oooo 
<a<i< 
onW 
ooo 


1 
Re OUAO 8OARO 
Ces LEASE 


Oo eww Zz 


FO Pe pm Pe Pe 
FAA ER A ond 
e@e0eee 
erwnow 
aA DS - 
Orone 
Oo20°0PF 
RIAA ot ot 


oeoo0°o 
eoeeee 


ooo0e°o 


M 

M 

M 
86a00 04 


PAK PLUS 


89 


1400.77 
5843.70 


0.0 


0.0 


0-0 


17566.53 


R 
1 


£4 ff Amt 


ITURE 
(GAL ANCE - MINIMUM FOR PRICE INCREASES). «~ 
LEGENO OF COOES 


FUNOS AVAILABLE FORA SRABAT 


SUM 


SUM TUTAL OF OBLIGATIONS: 
cot § 


SYSTEM 
SUM SUM SUM $UM 
col 2 cou. 3 cot 4 


cou Ll 


COOE 


Seat SS eee eee Pe ee Se ee ee Sew Se ee SS Pe ee 2 Se ee ee ee ee ee ee ee eee Oe 2 Be ee eZ Sw ew OT Se SE OO ST Se SOOO SO SOT SO S88 8 Se OK SS Se Ke See Sew ee 88 8 © ee Oe ee eee Se ee Oe eS eS ee oe 


CATEGORY 


fh 
ce 
i 
= 
—; ~_ 
Le] o 
1) ° 
o 
e Ld 
wm” -_ 
e ww 
< 
=) Y 
> th a 
i a 
fs Sika z 
waz > 
aoa 
Ovo - 
Lw z= 
a<«atw iY) 
< xz 
[4d “Ana 
Ooze — om 
Pr hom Wa 
—_ IA a3 
raz aw 
ad — oo 
ee WY 5F MAMWM 
aaow OF at ad ont 
Wem) we Se) 
“AAS >a re < =| a 
“a£00—Q wis ay od +] 
Gwwwetrva <« 
we) WWOZO wm ky uae 


Eeaerw max Awetzs 
SwWwrwde FZaAMneweooo 
Qe Ae Cea ir ys 
SP 2MeeeaegeCwFaaa 
~*OQOwWO®SA0O0 Rm www 
Ort z7oz7zeZaaaunosws 
Coe swsa<a"us>0Owwiw 
OYIWILUL TLL errinintiee = 


AAMMAMAMAAWMMAMMAMAMMWM 
a eet) et Ge tee ee ee) ee eed ge Se et 


wWEAenMXKVEAAMS FOOD 
OIE TEL enrinrier 


~] 
oooo moo ooeo°o0°00°o 


ODO WOoQoo0990 000000 


2500 


fefelelefolelejelelelelelelqjeq) 


ooocooooo0 900000 


wveoooovucceoocooo°oo 
ee¢eertrt?@eeeegg2s 6% @ 


oocooeoocooooeoev0 oo 


Oro oo0ocoo wno= 0 

ercsoocoooc OMme00°90 

eeoeveev ee oe oe 

Ornodoonwnoorenron 

ONS eel AW ff 

“mm Ce at ee ae Oe od 
o om 


: ° 
ceooocnso7s20000000 


eoe0@8680080@¢@ 978% 09 09 @ 0 @ 


re ee ee 


= 


WIarurWyaansarToo= 
OwwueutTlLLEanninrer- 


RAO Report 


Bietne 14) 


documents. in short, Pl’s accounts may best be described as 
manual. They are, nowever, based on an ADP product provided 
by RAU. 

ns Departmental Memorandum Accounts 

Academic Departments and Groups generally maintain 
manual records. using log sheets, notebooks, and retention 
or copies or all documents concerning research. These 
records are compared to the RAO report by the Administrative 
Assistant either when the report is received, or when Pl’s 
notice problems. 

Some departments have moved to more sophisticated 
systems on various FC’s in addition to manual records. In 
most cases, this has been done because planning [tabor ror 
research icos is compiex or because largé@ amounts sof money 
or numoecs of cresearcn 10D orders aré involved. PO systems, 
where used, consist or spreadsneet programs whicn nave been 
adapted to the needs cr that group. 

bépartmental records are intended to allow <¢mewa 
and tne Chalrcman to know what nas been obligated to date on 
&@ project. ana compare it to tne Budget FPage and RADU 
balances tO pian rurther See ae. AS sucén,. they pr@vewem 
excellent managerial tool and a ready means of cnecking the 


Comptroller” Ss and RAU’ s Seceun7- 


Cs 
Gi 


3. RAQ Memorandum Accounts 

RAQ accounts are maintained by using a locally pre- 
pared Research Administration FORTRAN program, which 
generates several files. A Names Data file lists all the 
accounts. By the names or the PI's, that are currently open. 
In riscal year 86. there were approximately 434 accounts in 
this rile, some ot which were carried over from the previous 
year. These data can be arranged by cost code or alphabet- 
ically by name. The End or the Year File is retained in 
meoa COpy by the StatTt Scientific Assistant, listing al} 
peeerevity that occurred during that year. by account. 

The RAU reports to PI’s are printed and distributed 
bi-weekly. Mie aga): tion. reports are generated to summarize 
the balance spent and remaining Tor ali accounts. FOU Meme 
meer ACCOUNTS Status. and inrormation regarding tne last 
line that was enteréd intodO an account and its present odailanc 

While more advanced and complex than the Fi ang 
Peeper ument accounts. the RAU accounts aiso comprise a cneck- 
book Style System. The computer tracks the amounts oo- 
meeareed. builds a burrer of 10% ror items that do not have 3 
Tircm price. and makes the remainder available ror expendi- 
ture to the Pl. As prices become firm (through actual 


a-vallabie 


Ts 


expenditures tne unused LO% Ourter monev is mad 


mee trie Flas well. 


The RAU system is distinguished primarily by the 
Tact that it was designed specirically to answer the intorm- 
ation needs or the investigators and administrators. Clear, 
selr-explanatory and chronologically arranged, reports are 
well suited to the management of funds. Accounts aré ident- 
iried by a locally assigned rile name which. conveniently, 
is the name of the Pl. The report also gives the title of 
the research contract. the sponsor, and the date the funds 
expire. Accounting information codes used are limited to 
the cost code. serial numbers for that account and the 
segment number. 

Tne upper section or the RAO report details the 
specitic labor, travel. indirect cost and stub transactions 
on the account to daté. gives the total {labor onligated, 
the total or other obligations. the amaunt being wi thtitems 
ror price chanzes. and the balance available for expeneae 
Lupe: Tne lower section. on the oatner nand, gives the total 
expenditures ror various cost categories. and derines those 
Satecoriles. This allows the user to ensure that all expena- 
itures are appropriate, as well as easily compare totals in 
@ach category against tne budget page. 


The computerized system is supplemented by document 


Tiles. AS noted in subsection 2.2.6. of this Sshapter ee 
CSnains rtopies or all documents used ts onolizgatre trunds 4s 


tney are Torwarded to tre Comptroller for processing. 


However. RAO is not included in the later flow of informa- 
eon.. Thererore, updated price data and travel reimburse- 
ments are entered into RAU accounts only periodically or in 
response to departments providing copies. Since departments 
are not permitted to expend the buffer money until a firm 
price is known, this can cause problems, particularly when 
runds are close to expiring or depletion. 

4. Comptroller’s Memorandum Accounts 

The Comptroller’s memorandum records are maintained 

on a WANG computer using the AIMS software package. AIMS is 
@a user friendly program which employs menus to input data. 
NAVFGSCUL has eleven terminals networked to a hard drive 


minicomputer which are used throughout the Comptroller’s 


it 


Department. The Supply Department does not access or us 
these records; they are used only for the accounting 
menetion. 

hie comptroller Ss reecardwecping System dirrers sup- 
Peemctcialily trom that or the RAC. The tormer were designed 
Mempermcertace closely with the official records kept by AAA. 
Pmiiemeemeretore are basied on the cast classification codes 
G@iscussed in chapter I[!1., whereas the RAU report uses locally 
assigned codes to accumulate costs for managerial purposes. 

The WANG is not intended to dupiicaté the e@rrarts sr 
Rea-iilb. Rather. the active riles on the locai mémoranaum 


Peooioe soli @mly GonNtain the documents for which an 


ie 
wu 


expenditure has not been recorded. Once the expenditure is 
recorded on the IDA-IIB. the document should be taken out of 
the Original Document File and placed in the Original Docu- 
ment History File. Hence, the sum of the transactions 
retlected in the Uriginal Document File and the transactions 
in the Uriginal Document History File equates to the total 
runds obligated and expended to date. The relationships 
Within the WANG files can be illustrated with the following 
equation: | 
Transactions in the Uriginal Document File 

+ Transactions in the Original Document History File 

= Total Obligated and Expended Funds 
Subtracting the total obligated and expended funds from the 
total funds authorized for a particular job order wi Pie 
yleld the net available tfrunds. 


JobD Urder Master Authorisation 


- Total Ubligated and Expendeu Fonas 


= Net Available Funds Listed in Job Master Authorication 
Pie 

lr the transactions wnich have been entered ints tne IDA-IIB 

recoras are reconciléd with tnose which appear oniv on the 

WANG, this will yield the total runds obligated and expended. 


just as a checking account is reconciled using 4a cneckbdbaok 


Obligations Retlected OQnly on the WANG 


+ OUbligations and Expenditures on _ IDA-II1B'’s Transaction Listing 
= Total Funds Ubligated or Expended 


Theretore., on a monthly basis, i.e. at the end of a reporting 
period. the two sets or records will be reconcilable, en- 
abling the Comptrolter’s Office personnel to look tor possibile 
eerors. 

The Comptroller’s Research Report is divided into 
two sections, covering those items still in the Original 
Document File (See Figure 15.) and those in the History File 
(Figure 16). Information in excess of that presented on the 
RAU report is presented, however, PI’s have found the tormat 
hardaer to use. The top section of the Comptroller’s report 
memeevoted to intarmation identitying the specirtis account, 
m@gemtotal amount of funds contained in the original auth- 
Breeton. eStimated direct lator costs rrom the budget 
page. and the indirect costs removed trom the fund. These 
can oe used to rind the actual authorized funds availabie to 
emer! . This tigure, iess the obligations retiected in the 
Wrizginal Document and History riles and the labor reserva- 
mens. where appropriate, yields the net available funds ror 
maat account. 

i eovo ene loner mnSs GCopOrt gives the details 
moreacm Individual transaction. referencing the segment. 


fom Order, piurenase Order gana document number. the expense 
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element. a description of the item, the required delivery 
date. obligated amount and current status. The obligated 
and current status columns should equal each other if all 
price changes have been entered. Sub-totals are also given 
tor all active files and the history file, which sum to the 
obligated figure on the top right corner of the report. 

In short. this system’s reporting capabilities are 
potentially versatile enough to meet management’s informa- 
tional needs. However, the amount of time required to 
prepare and print the additional reports that research per- 
sonnel and administration require is prohibitive. Cunt 
ently, this report is only being used internally by the 
Comptroller Department and to update price information in 
the RAU records. Uther user needs ror accounting data are 


met via the more ramiiiar RAU report. 


U) 


NAVPUSCUL management monitors the activity’ 
Tinancial status on a daily basis through tne Local 
f(anazgement Code (Lhlc)d) réport. Additional reports are pre- 
pared which aggregate the data alréady discussed in 
dirrerent formats. 
=a AAA's _Utricial kecords 

AAA utilizes the Resource Management System (RMS. on 

the [DA-Il1B sortwars package te track NAVEPOGSEeEe funds: RMS 


was discussed in Chapter I! of this thesis. RMS provides 


im 


Tour reports ror management purposes. as follows: (Rer. 
y:pp. 3U and 41) 
a. Unitrorm Management Report (UMR) "C", 

This report can be prepared for either the 
individual cost centers or the entire responsibility center. 
lt gives the status to date by SAG. FC/SFC. and CAC. man- 
hours. labor expenses and various exp@énse categories. Since 
it contains basically the same data as the annual budget 
Submission. it can be also be used to analyze performance. 
(See Figure 17) 

oe Pertormance Statement «tNAVCUOMPT 2169). 

This report compares the cumulative accrued 
expenses and the work units by SAG. FC/SFU. and CAC by cost 
center to the annual budget by each category. Tne intent is 
td allow managérs to compare expenses to income provided in 
the torm of NAVPGSCUL’s UPBUD and reimbursable iscb oraers. 
Meee Figure is.) 


ee, Sun SACtl Wee bumeculonal Ccategory,Expense Element 
Report “NAVGOMPT 92171). 


This report is prepared monthliv. showing data 


Beeeregated by SAG. FUC/SFC. and EE, both for one montn and 


HQ 


Tor the riscal year to date. It gives gross adjusted obliga- 
tions and expenses within eacn appropriation. (See Figures 
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ae Trial Balance Report (NAVCOMPT 2199). 

This position report is prepared on a monthiy 
basis to show the financial status of the command. ae: 
retlects the balances in the General Ledger Accounts, 
grouped under assets. liabilities. investments. expenses. 
and income. as well as memorandum and budgetary and statis- 
tical categories. (See Figure 20.) NAVPGSCOL management 
monitors this inrormation daily. by accessing the current 
status on IDA-IIB. 

AAA also provides reports from the Uniform 
Management Reporting System. which are used on a daily basis 
by the budget analysts with the local memorandum system. 

The role of the Transaction Listing (Figure 21) was add- 
measec if detail in Subsections B. and ©.4. or this chapter. 
inieseoctiiment Control File Report (Figure 22) lists al! 
Outstanding documents. i.e. those which have nad only par- 
tial payment applied or have not been liquidated. 

the Reimbursable Work Order File Report (Figure 
Seoewestiows the amount autnorized for a particular job. 
expenses incurred. untrilled orders. amount earned and 
collected. the accounts receivable. expended. and obligated, 
and the balance remaining. Tiemann seost Status Repert. on 


the otner nand. goes into mucn greater aetail in this same 


nce revo navn cnn tem tae 
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ACCOUNT NUMGEE Age TITLE oenit coeort . eesiT “eogerr oeert ceqvtr 
11000 ACCOUNTS RECELVAGLE US COY ceEA 2,398.59  ”* 15409023 3,8€3.32 
¢ 2 
1122 tf AUTO UnGILLED OFM COR’ APPR 4.348029 728.67 ae 3,463.22 
sc= ° e 
TEtCe CELASURSAGLE GRAEDS LCVO AUTO 3.733.798 ° ‘ : 2.193.780 : 3,5€0.00 
° e 
1817? 8/0 eC¥e AUTO are ROM DEP 2°193.70 - 2,195.70 4 


° 2 
° baal ¢ ° e = a 


eowh IABILI TI C3... 
Z0GG© ACCTS FATASL EUS GOV AGENCIES 403. 90 403.99 


21000 ACCTS #AVASLE-PUaLIC 3,863.82 3,26 3082 
TOTAL ULASILITIES 603.90 3.303.382 603.90 3,363.32 









3311 €rPURSEs CORTOA 2,394.39 3469023 3.25.82 


TOTAL IAVESTRENTS 2,594.39 3,735.70 1,469.23 $,13Z.16 35 303.32 4,167.46 
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——— A te preseehneerennnssrernvenne 
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DO I a i Rely ee, 
1,469.23 3.363.%2 


RO AOL MI OO 
TOTAL ExPERS€3 2 od Moe SF 








9962 SNOBETER EF avVAIy teree PEn $.753.70 2,193.79 3,540.99 
Bye ove re TY vey ws vive te 2 ; < 
€nama TOTALS 20 65 83.99 20,463.98 14,107.83 14,107.€5 13,453.24 13,635.23 





GF99 GROSS ARS OALIG—AUTO @EL PR PER 2,394.59 1,669.23 3,363.12 
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Figure 20. Trial Balance Report (NAVCOMPT 2199) 
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area, permitting data to be extracted concerning the various 
elements of labor. supplies, travel. and material expended 
both cumulatively and for that month. 

These reports are used by the Comptroller’s 
Orrice personnel to balance the local memorandum records 
with the orficial ones. This process consists ot fier 
comparing the WANG generated balances to the Trial Balance 
report. lr there is some discrepancy, the UMR keport "vc" 
‘responsibility and cost center) and the RMS SAG/FvU/EE 
report is reviewed to determine which SAG 1s in error. 
Next. the expense elements are checked: and finally the 
appropriate document 1s round in the [DA History Tile ana 
compared to the original. Typically. this process requires 


about one week to complete at the end or the riscal year. 


De INTERNAL CONTROL AND INTERNAL REVIEW Pegerais 

Chapter [1 ofr this thesis outlined the general and 
Speclifgre standards at intemal Seenenal. lt noted tha Gin 
ternal controls must be instituted by management and agzgres- 
sively supported by ali personnel ir they are to ve success- 
Eee [nternal r@eview is then cnarged with determining wnat 
internai controls are in place. whetner or not tney are 
adequate. ana wnerher or not additional controls are re- 
aul ire ae 

ReSenc SUidt Sas = See mene oe command weaknesses i1n 


tne internal contro} and internal review areas. Interna} 


ma 
ae 


controls have not been utilized properly or, in some cases, 
are missing altogether. Thus, the sarety ofr assets, accu- 
Dacy of accounting records. and propriety of resource man- 
agement may be questioned. Further, the internal review 
runction in recent years was relegated to a part-time 
[nternal Review Board. The auditors have now deemed this to 
be inadequate. 

A new [Internal Control program is currently being imple- 
mented. Management has been informed of the details ofr the 
program, assessable units have been inventoried and vulner- 
ability assessments have been conducted to date. The results 
Or the vulnerability assessments are presently being com- 
piled ana will be reissued to managers to assist in tne 
Management Control Reviews which are scheduled to be con- 
@ueted later this year. Additionally. manpower augmentations 
have been made in certain areas, as it was recognized by tne 
auditors that insuttficient personnel had caused much of tne 
breakdown in the command’s internal controls. 

Thus tar. tne internal Review area has been starred and 
Organized. TUircemolyaeemhe Primary areas Or Concern are 
MelOowing Up on the results of various audits and imple- 
Menting the néw Internal Review program. 

Auditors also notea numerous eérrors in the cComptroller’s 


Cre 


cesearcn accounts. [ft was specirically recognized that 


Semplexity Gtr research reimbursable runding and accounting. 


coupled with its entreprenurial nature, made proper manage- 


ment or these resources difficult. 
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iV. DIRECT FUNDING OF RESEARCH 


Chapter II discussed direct anata: whereby an activity 
receives various allotments of funds from its major claimant 
through either Allotment/Suballotment Authorizations or, in 
the case or O&M,N funds, a Resource Authorization. Intended 
to be an activity’s primary source of funds, direct funding 
supports the costs incurred in accomplishing that activity’s 
mission. 

Research is a part or NAVPGSCOL’s mission; hence, it has 
been decided to fund al! DoN research through the school’s 
operating budget, beginning in FYSS8. fmitiallyaaetans was to 
have been accomplished through the transter of a block ofr 
runds from activities sponsoring research to NAVPGSCUL's 
UPBUD. The trunds would have been transferred primarily from 
the RDT&E appropriation. The DoN Budget Markup Justitrica- 
rem stated that 

the change would require a realignment ofr resources trom 
DoN “customer budgets™ to the NPS. Those claimants whose 
trunds are transterred. will be entitled td a commensurate 
level of research trom NPS had the service been pertrormed 
On a reimbursable basis. Ret eee >. BAS 4) 

During the initial (DoN) reclama process, however, it 
was argued that this would be inappropriate. fos tos 
NAVPGSCOL’s research efforts are devoted to specitric devel- 


Opment and research projects, rather than to the continuing, 


long-term. general tasks for which RDT&E monies are suitable 


WIL IE 


PReEt. 2265 - ea. lt was subsequently determined that DoN 
research would indeed be directly funded through NAVPGSCUOL’s 
OPBUD, but that the money Jee. be obtained from re- 
search sponsor’s budgets. 

The purpose of this chapter is to discuss direct funding 
and its anticipated impact on research at NAVPGSCOL. 
Accordingly. 1 Wwilelh! 

Ad) Discuss the implications ofr direct funding, 


B) Detail direct funding procedures, 


C) Outline the method by which DON sponsors will receive 
their allocations of the total budgeted research 
erfort, 


D) Review the limitations on non-DoN research, and 


EY Recognize the importance of the research program. 


ne IMPLICATIONS UF DIRECT RESEARCH FUNDING 

NAVPGSCOL’s research program has grown substantially 
Since its inception, with funds increasing rrom approxi- 
mately 2.6 million in FY71 to $16.9 mis one coe The 
total size ofr the research program has been determined on 32 
yearly basis by customer needs and NAVPGSCUL’s manpower 
lLimlYta tions. Research tunds have been received from a 
variety of independent sources, with each sponsor reviewing 
the quality and purpose or individual research proposals in 
order to determine whether a particular endeavor was wortn 


pursuing. given the amount or funds required. 


Lgl 


Research was initially a relatively smal! program. 
Since it was funded reimbursably, there was no procedural 
requirement to justify the magnitude. direction and scope 
of the total program to budgeteers. However, eines Wl tt 
occur automatically during the PUM process in the case orf 
Girectliy-funded programs. Research now comprises a signifi- 
cant portion oft NAVPGSCUL’s total annual obligational auth- 
Ority. The decision to directly fund research ensures that 
an explicit determination will be made in the future con- 
cerning the total amount of research to be accomplished in a 
given year and it’s applicability to DoN interests. 

Direct runding of research will have additional ramifi- 
cations as rollows: 


a) Surpremely, —researcm proposals are accepted throughn- 
Qut the year. with sponsors reclaiming any unspent 
Peo twemsmear Ene Tungs whiem they provide. The actual | 
Magnitude Gf any year’s program is theretrore uncertsin 
Mie the end™ ef the fiscal year. Unaer direct runa- 
ing. research monies are2® part of NAVPGSCUL’s UOPBUD and 
are not recoverable by sponsors. This will increase 
the stability of frunding and thereby enanle total 
research to be better planned. Pirest funding willl 
also place an upper limit on total research funding. 


b3 Data are presently encoded in the ofrtricial records $9 
Phat wees his reports are generated ror all reimburs- 
poes. catner than Just research. Hence. pure 
Iintdrmation about researcn reimbursables is availtanole 
only through tne local memorandum accounts kept by the 
Comptroller and RAW. Accounting ror research joo orders 
1s complicated by the ract that a given j06 may be 
TuUnded by both investment and expense-type appropria-~ 
Eins . Tai seeeOwlices that careful attention be pala tc 
each FR and budget pag®= to avoid Tunas being spent 
Pie ppropriately. Peccimal Taanc bo teView and comers! of 
LeSeoweonm Ceumoursables 15 thus oa very GQlLITrisult and 
Famommililicensive crocess for Comptroller Urfice 
personnel. 


ILI 


The bulk of research spending will be funded by O&M,N, 
and this information will be readily displayed on the UMR "C" 
report either for each individual job account or for the 
total research program. Investment items will be separately 
accounted for under the OP,N allotment and will be easily 
tracked, in view of the relatively small number of large 


purchases involved. The changes in accounting practices which 


will occur under direct funding should tend to heighten 
visibility or DoN research projects, as well as the overall 
program, and, hence, potentially increase overall financial 
control. 


B. DIRECT FPUNDING SPROGEDURES 
1. Research Programming and Budget Formulation. 

The FY 1935/1989 budget submission was adjusted 
during the DoN budget review in accordance with the direct 
Tunding concept. However, in the future, NAVPGSCOL will 
participate in the Program Ubjective Memorandum (PUM) process 
in order to obtain research funding. PRetcuco. 

SECNAVINST 7040 outlines the new funding proce- 
gdures., stating 1n part that 

ror ruture fiscal years. requirements will be submittedms, 
the Superintendent oft NAVPGSCOL to the OPNAV resource 
sponsor during POM development. These requirements, 
identitied by research sponsor, will be reviewed jointly by 
the resource sponsor, the Orfice or Research, Development 


and Acquisition ‘(QP-098) and the research sponsors. The 
agreed upon resource level will be included in the Sponsor 


Le 


Frogream Proposal (SPP) for further consideration in the POM 
process ...The level ot research funding included in the 
POM tor NAVPGSCOL will also be highlighted as a special 
interest item during the POM presentation to CNU, CMC, and 
SECNAV. Crewe 2p. 2) 
a. Planning, Programming and Budgeting System (PPBS) 
The Planning, Programming and Budgeting System is 
a decision-making process tor allocating defense 
resources. . .{€which] through an iterative process 
moves trom broad planning considerations to more 
detinitive program objectives, to finally specific 
budget estimates which price out the programs CRer. 
feaep: A-9]. 
The end result ofr the almost two year long PPBS cycle is 
DoD’s input to the Federal Budgetary Process. 
The POM process occurs during the Programming 
Pease of PPBS. During POM Development and Review, DoD estab- 
lishes which programs, out of ail the available alternatives, 
will best accomplish it’s goals and then determines the 
appropriate level of resources ror @ach ofr those programs. 
eee POM Development 
Fach service is tasked to prepare its own PUM 
independent!iy during the FUM development staze. Over the 
course or several months (‘July through April), program issues 
and alternatives are identified and resolved, taking into 
consideration the riscal and manpower constraints which nave 
been imposed on the service and the military capabilities of 


peetential threats. [f. tor example, DoD required research in 


Weapons Targeting Methods, two possible alternatives considered 


115 


might be tasers and radar. One or both programs might 
initially selected. 

The rinal stage in POM development, or the “End 
Game™ consists of iterative tradeoffs between programs, com- 
pensating for any price changes that may have occurred in 
acquisition packages and using appropriation controls to 
balance the service’s PUM and increase it’s overall tfeasi- 
bility as a budget submission. LC Re to! Se ae Continuing 
the previous example, if both programs in lasers and radar 
were originally supported. during the “End Game" one program 
might be cut in favor ofr the other; or the Budget Estimate 
for both programs might be increased. with some other program 
being cut. Similarly. NAVPGSCOL’s overall research program 
will be in competition with other programs, including re- 
search programs. during the FOM process. 

Cy POM Review 

The service PUM’s are compared to each other 
Guring the DoD PUM Review. which is conducted rrom May 
theough the beginning ofr August. (See Figure £4.) This is 
intended to balance the efforts of the various services, so 
that all the objectives or the overall! déreéense strategy are 
met. The resulting SECDEF’s Program Decision Memorandum (‘(PDM) 
addresses the approved force levels. system acquisitions. anda 
rates and levels of support for all Dob programs. The PDM 


will then rorm the basis ror budget rormulation during the 
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Budgeting phase of PPBS, which commences in August. (See 
Pigure 2s. CRet. “72p. Aas! 

SECNAVINST 7040 also specifies that the Graduate 
Education Review Group (GERG) and the Graduate Education 
Review Board (GERB) will be required to review the programmed 
allocation of resources, by research sponsor. To date, this 
has not occurred. Hence, it is not fully clear how the GERG 
and the GERB will execute their duties. However, these 
entities will probably evaluate the overal! research program 
and advise the school regarding the scope and applicability 
or the research undertaken. (Retr. Y2ee 

Once the total amount of research and its distri- 
bution by research sponsor have been programmed, these fri- 
gures will be used as the basis for developing and reviewing 
the budget during the budgeting phase or PPBS. Any signifi- 


Cant changes made during the budgeting process will require 


Uf) 


the prior approval ofr the CNY, CMC. and SECNAV. (Retr. ee 
=) 


pag Budget Execution. 


NAVPGSCUOUL will receive a block or O&M.N funds 
designated specifically to cover all the direct and ind@i@eeee 
costs of budgeted DoN research. Separate charges for in- 
direct costs will no longer be made tor government sponsored 
researcn. Chiewree 20 
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While these funds wil! be included within 
NAVPGSCUL’s UPBUD, they will be allocated quarterly in accor- 


dance with the spending plan and will be available for 


~.] 


expenditure only arter the project is approved. (CRer. e29:p. 
Hence, the actual availability of these funds for obligation 
will be contingent upon the review and approval of proposed 
projects by the research sponsors. CRef. 2:p. 2) “Oe 
runds will be supplemented by sufficient OF.N funds for 
necessary equipment purchases to be made. 

Firteeén percent or the total O&M,N monies have 
been identiried as the Superintendent’s discretionary funds 
and will be used tor projects approved locally by NAVPGSUUL. 
This corresponds to the tunding previously known as the 
Researcn Foundation runds. The major distinction between the 
projects using tnese runds and the remainder or tne O&M.N 
monies 1s that these can be altered, canceled or nave sub- 
stitutions made. witn local approval. Changes to other pro- 
jects will cequire the prior approval or the research 


sponsor. CReie 230. ca 


ex ALLOCATION OF RESEARCH EPFOR TSU eee ae oeers 

Tne initial allocation of research etrort made ror FY 
L363, 1963 to sponsors was based upon the level or researcn 
tnat nad been previously planned: Chet wp. we it is “nee 
entircely clear, as yet, what procedures will be used to 


determine tnis in future years. 
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SECNAVINST 7040 (CRef. 2) presently states that NAVPGSCOL 
will be required annually to propose a research activity 
level tor each research sponsor. This level will be 
reestablished each year by NAVPGSCOL on the basis or the 
amount of research conducted for the sponsor in the past and 
the content or the Letters or Intent (LO1’s) filed by 
traculty for the upcoming year. (Ref. 2Y:p. 6) LOI’s are 
rorms which announce the intent of faculty members and 
departments to submit research proposals. As noted in 
section B. of this chapter, the proposed research levels 
will be reviewed by NAVPGSCOL’s resource sponsor, UOPF-O96, 
and by the appropriate research sponsor during the FUM 
development process. LRer. #8:p. 14] 

[t 15 recognized that some DoN activities that are not 
presentiy sponsoring researecn may wish to do so in the 
mature. ewes eeor the total™@researcch runds wrt! tnerergre 
Bemaveilable tor allocation to new sponsors. !f not needed 
tor new projects. this etrort will be reallocated by 
NAVPGSCUL to existing sponsors. 

Sponsors can also request that their researcn levei be 
changed for the rollowing year. The total size or the 
fesearch program will be determined by the GERE. GERG. and 
Mie wmen TreVvViews. (See section B. of this chapter.) Seon 
Poco merenvuests for additional NAVFPGSCUL research will tend 


to support the importance of the NAVPGSCOL researcn program 


eZek 


in relationship to other Navy programs. This should 
increase the total sasiine of resources budgeted for it. 

This does not ensure that the sponsor requesting 
additional research will necessarily be granted the entirety 
of that request. The way in which research effort is 
actually distributed will be decided, on an annual basis, by 
the nature ofr the taculty’s LOI’s and research proposals. 
Hence, a sponsor can best obtain additional research support 
by bringing areas of interest to the attention of faculty 
who may subsequently submit proposals. CRet. 29:p. 6) 
Further DoN projects may be undertaken later, provided that 
Navy research tunds have not been tftully committed and there 


are surficient manpower assets available. 


be NON-DoN RESEARCH ARCS Certs 

NAVPGSCUL has also done a Significant amount of researen 
ror non-DoN sponsors in the past. Direct funding will not 
terminate those relationships, but the procedures used wil! 
change significantly. Reimbursement will! be made by govern- 
ment sponsors on the basis or direct costs. with indirect 
cost charges no longer being utilized. 

An estimate or the reimbursable budget required to 
accomplisn non-DoON research will be submitted annually. The 
school will also be authorized to accept additional research 
prajects ona reimbursable basis for DoD and LO SUPEGYre 


Otner national needs. Costs or such additional research 


ZZ 


projects are not to exceed 10 percent of the total bud- 
geted reimbursable level of research. Creer ee sp. 3) 
Manpower and funding resources are ene ana it is 
recognized that the majority of research effort will be 
allocated to DoN research. Nevertheless, it is intended that 
established relationships between NAVPGSCOL PI’s and non-DoN 
research sponsors will be preserved and new work undertaken 


as NAVPGSCOL resources permit. Peet a 2.3; p. ©) 


E. CUNCLUSION 
The criticality ofr research to DoN cannot be over- 
emphasized. As James Forrestal said during his tenure as the 
Seeretary of the Navy (1944-1947). in justification ofr Naval 
research 
Mitwis eEVen more important in peace than it is in war 
ror scientists to contribute to basic military research. 
Wars are rought primarily with weapons which were deve- 
loped before the fighting began...Research requires time. 
Application of its results absorbs more time. . .If a 
weapon is to be employed during a war, the fundamenta! 
research underlying it must have been conducted over a 
protracted period before the war. rer eee ffs gees) 
Current naval leaders are equally sensitive to the need 
for a strong. ongoing research program. The fact that re- 


Search is being directly funded is indicative or the high 


level of interest in this area. 
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V. AN ANALYSIS QF RESEARCH ACCOUNTING INFORMATION 
REQUIREDEBYSUSERS 
Chapter IV of this thesis noted that funding NAVPGSCOL 
research directly through the POM process will greatly 
increase the visibility ofr the program. Changes will be 
required in the supporting accounting systems. Additional - 
ly, the #Gles and feapansibilities af the various partici- 
pants will be affected. Clearly, this wiil Also modify the 
intormation needs of users. 
The purpose of this eahapter 146 toe autline the saeounting 


information#which will be required by users under direct 


runding. Accordingly, it will discuss the data needs or the 
A. Academic Departments, Including PI’s, 
B. Research Administration Office, 


> 


Comptroller, 


Bye AAA, 
= Research Sponsor, and 
oS Activities Involved with POM Development 


and Review. 


ey, ACADEMIC DEPARTMENTS 
tes Principal Investigators 
PIl’s conceptualize research projects, transiating 
ideas into productive areas or investigation. Responsible 


tor planning the project, determining the funds required, 


Nace 


and then spending funds in accordance with the approved 
proposal ; they carry the initial fiscal responsibility. 

Generally speaking, Pl1’s need to Know what the unob- 
ligated balance is in an account at any given time, any 
limitations that may exist on the use of the funds, and the 
funds’ expiration date. This permits the PI to plan when 
and how the remaining funds will be obligated, and either 
request additional funds or, in the case or reimbursables, 
return unneeded monies, as the situation demands. 

PIl’s were queried concerning their specific needs. 
Based on a sample of six of the most active Pl’s, the 
tollowing was determined: 


a. RAW currently generates research reports bi-weekly 
tor the PI’s and Department Chairman. (See figure 14 
amnadachapter |lIll, subsection Cc. 3, ) Bae ot tne inrorm- 
ation items contained on that report was considered 
necessary by the PI’s surveyed. 


Pl’s round the 10% buffer funds treserved in the KAU 
accounts to allow for price changes? column in the 
RAU Keport to be particularly useful, as it enabled 
them to find how much money was being kept back and to 
regain the use of these funds by updating RAQ’s 
records to rerlect known actual prices. These Gem 
description column was critical in that users could 
quickly scan for expenditures improperly charged to 
this account and determine which transactions had 
been entered into the accounting system. The recorded 
balance was also compared closely to the Pl’s records, 
especially as the tunds’ expiration date grew near. | 


The RAD’s report periodicity was generally considered 
adequate by the Pl’s. One PI stated a prererence for 
weekly reports from mid-May until the end of the 
tTiscal year, as there is a great deal or spending 
aeurvyit,y Guring that time. I1t should be noted that 
RAU presently generates reports on a weekly basis 
during the last few months of the fiscal year. 


Lo 


Another Pl stated that, since managing the large 
amount of funds tor his research group’s projects 
required daily account balances, his research group 
had devised its own PC accounting system. All PI’s 
noted with pleasure that special reports could be 
obtained, by request and on short notice, Trom RAU. 
Similarly. balances were available by phone for 
separate accounts. 


RAO reports were described by five otf the six PI’s 
surveyed as accurate, i1.e., as reflecting the appro- 
priate transactions. The other PI did not comment. 
However, all of the PI’s found the currency of the 
intormation lacking. Transactions are entered into 
the RAQ accounts on the same day they are received. 
As RAD is not within the official accounting system, 
however, it would frequently take 2-3 months for 
price change data to be reflected and 10% buffer funds 
made available for obligation. Busy time periods 
noticeably reduced the timeliness of the price change 
data reflected in the report. Additional intormation 
concerning reguired delivery dates for items ordered 
was requested by one Pl, while two others found the 
purchase order number desirable. 


PIl’s tound the RAD report format useful and 
convenient. The Comptroller report format was less 
easily understood. As two PlI’s noted. the item des- 
Ccription on the Comptroller’s réport sometimes did not 
contain enough data (tor example. when the term "book" 
Was uséd) for a specific transaction to be identities 


Generally. Pl’s were comtortable with and accustomed 
to thewhau secant. However, it was mentioned by four 
Pl’s that the RAO and the Comptroller’s practices of 
preparing research reports on two separate systems 
was redundant. Citing rationales such as decreasing 
costs and increasing administrative etrficiency. one PI! 
suggested that only one report be prepared in future, 
based on the inputs of the comptroller and RAuU. Two 
of the FI’s did not specity what actvan they tere 
should be taken. However, they stated that dual 
ettorts were unnecessary and, thererore. either a 
uniriled system snould be instituted in the future or 
only one or the systems continued. The tourth Pl felt 
that the Comptroller, as the Navy’s ofrricial memoran- 
dum accounts keeper, should maintain local records. 
With RAU working on the basis or the Comptroller’s 
reports. 
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opt An online database was cited as the preterred method 


or receiving account status by four Pl’s. One PI! 
further requested that the supply status be reflected 
online. Another PI felt that it would be useru! to be 


able to determine where an item was in the interna! 

processing system. No desired online formats were 

stated, although one P! specifically did not want 
reports to reflect the difference between planned and 
actual expenditures. The reason cited was that he 

did not want an increase in bureaucratic oversight or 

research projects. 

a. Reserving the total labor cost, based on the budget 
page. and reflecting this in future reports was noted 
as a useful planning too! which two PI‘s would like to 
see implemented. 

e. One PI preterred that all data concerning a particular 
trip or purchase be grouped together, rather than 
being displayed in chronological order. 

ae Department Administrative Assistants. 

AA'S maintain current balances on all research ac- 
Semmes in their department. They require a rese@arch report 
which contains sufficient detail about each individual 
Meetsactian to allow them to balance the report with their 
department accounts and reveal any discrepancies that may 
eecir. Pomc ne  Oracess, internal contre! over the validity 
and completeness of both the RAU and the department accounts 
ms enhanced. AA’s use all the information items presently 
mesced on the RAO report in their accounting function. 

Five or the eight AA's Sampled compared the RAU 
report routinely to their own accounts by line item, whereas 
the remainder do so wnenever the PI’s spot errors or the 


Balances are incorrect. Mircee was “tune GAA’ s notity RAU oF 


price changes as discrepancies are noted on the cresearcn 


AAT 


report, while the others simply forward all travel and 
price change data to RAQ. Or particular interest are the 
columns listing the price ofr the item and the 10% buffer 
monies. AA’s carefully check these to insure that buffer 


tunds are released as soon as possible. 


oe Department Chairmen. 


Department chairmen are concerned with the overal | 
status of the various accounts in their department. Some 


chairmen track the percentage spent to date ina given 


account, initial balance and amount remaining, difference 
between planned and actual expenditures, amount of buftfer 
funds being retained and funds’ expiration date. While 


Pi's monitor individual transactions, department chairmen 
are more concerned with the “big picture." Department chair- 
men guard against abuses, determine the reasons ror an 
account being ahead of or behind schedule in terms of total 
expenditures, and veriry that funds are not over or under- 
obligated. This control becomes particularly critica tees 
the runds’ expiration date approaches. 

Department chairmen are entrusted witn overseeing 
ceaseacch projects and safeguarding funds. I[n addition to the 
duties already noted, they authorize all travel (with the 
exception or thetr own) and either delegate approval auth- 


Ority or personally authorize all purchases. However, chair- 


Ze 


men generally do not compare proposed transactions against 
the RAO report or budget page. 

poe omoresPpronibited from ovem-obligating or purch- 
asing items unless they appear on the budget proposal. 
Further control is ensured through RAOQ’sS screening process. 

Five department chairmen were interviewed concerning 
their information needs. General comments were made 
concerning the Comptroller and RAO presentations ot research 
accounting data. RAO reports were characterized as being 
current, except during periods of high activity when 
recordkeeping was delayed. Chairmen also noted that RAOQ’s 
currency was adversely affected by the fact that it did not 
necessarily receive timely price update information. Three 
chairmen noted that it required an excessive amount or time 
to regain 10% butrer trunds and that this was particularly 
signiricant as the @nd or the year approached. two eChair-— 
men described the Comptroller's accounts as consistentiy 
backlogged. 

The wt actemnat FAG and Comptroller recerds rarely 
agree with each other implies that only the lesser balance 
or the i~w~oels actually avallable tor expenditure. Two 
chairmen stated that they trust the accuracy of their de- 
partment purchase and travel records over both RAU and the 
Comptroller, although neither of these departments tracks 


- 


Brabor costs. Une relt that fewer layers or administration 
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Should exist, since the present duplication of effort in- 


creases overhead costs. Another stated that PI’s were being 


required to do excessive "policing" to increase the accuracy 


of both accounting systems. 


(a) 


(b) 


Oy i, 


Cia 


The following speciric needs were expressed: 


Two department chairmen felt that the RAO report was 
better suited to administrative assistants’ and Pis’ 
needs than to theirs, as the level of detail 
concerning individual transactions was unnecessary. 
One chairman felt that the document identification 
numbers and category codes on the RAO report were 
extraneous. Another felt that consolidating all the 
changes in a particular transaction into a net 
status rather than showing each chronological event 
would be sufficient. Still another said that he 
would prefer a line item status for each of the 
budget categories on the proposal. 


Four chairmen expressed interest in a performance 
Style report format. which would conrorm wi thea 
budget page. This report would have the proposal’s 
budgeted amounts in each category displayed with the 
obligated and expended quantities. Variance 
analysis could then be done readily to determine 
whetner or not a project was on schedule with 
regards to spending and where change might be 
needed. 


Two chairmen cited a user-friendly online database 
as tne best way to promulgate research information. 
They prererred this online data be presented in the 
method described in subsection A.3.b. of this 
chapter. 


lt was relt by two chairmen that the periodicity ofr 
RAQ reports could we modified. While recognizing 
that Fl’s and administrative assistants need reports 
twice per month, there are periods wherein the 
chaircmen do not need to be intormed. One chairman 
reguired reports only during the critical last few 
montns or the year, while another chairman wanted 
them once per month during inactive periods and as 
each transaction occurred during busy times. 
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(e) Two chairmen requested that support and faculty 
labor data be presented separately - showing the 
amount budgeted and the amount expended to date. 

B. RESEARCH ADMINISTRATION OFFICE 

The Director or Research Administration is charged with 
monitoring and administering the overall research program. 
He and the Division Deans ensure that research projects are 
appropriate tor the needs of the Navy School. 

In keeping with its role of overseeing research spend- 
ing, the RAO attempts to ensure that a project’s total 
obligations do not exceed it’s funding and that all expendi- 


tures are appropriately specified in the budget page. The 


RAU requires copies of all original budget pages and pro- 
posal moditications, as well as current balances tor eacn 
research account to oversee project execution. Bach, trans = 


action must be screened against the budget page and account 
Meeeance prior to funds being orficially obligated. Account 
balance information is obtained from the Last Line Report. 
The Last Line Report is prepared solely for internal use 
and contains the last transaction entered into each account 
and the current balance. 


The RAO generates the RAO Report documenting project 


spending. rn Ss.1S provided to research personnel to 
answer their managerial needs. Since RAU maintains its own 
separate system of accounts. additional document processing 
and, hence costs, are incurred. Detailed data concerning 


Pea. 


the identity or the travel order or PR and the funds being 
obligated must be extracted and entered into the database 
trom each transaction as it is screened. Moreover, changes 
in items’ prices and travel costs must also be input. This 
requires the RAD to obtain data from either the individual 
departments or the Comptroller’s quarterly Research Reim- 
bursable Report. in order to remain accurate. The RAO re- 
cords’ currency directly depends on the timeliness of these 


updates. 


C. COME TReELEER 

The Comptroller accepts research funds on behalf or the 
Superintendent. He and the Deputy Comptroller are then 
responsible ror ensuring that proper accountability fror and 
identity of the tunds are maintained, accounts aré esta- 
blisnhed and audited internally. and progress reports are 
produced. The Comptroller and Deputy Comptroller monitor 
account balances to ensure that the Anti-Dericiency Act 
(Title 31, U.S. Code (Amended), Section 1517) (het. ssi 
not violated by runds being obligated or expended in excess 
or the total amount authorized. 

Under direct funding, the Comptroller will need to track 
both research reimbursables and the direct O&M,N and OP,N 
funds. AAA balances will be compared with the amounts 


rerlected on the local memorandum accounts, and any 
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disquieting trends or variances investigated. The Super- 
visory Fiscal Analyst, Reimbursable Accounting and the Bud- 
get Officer wil! be the Comptroller’s middle managers for 
research funding. 

Non-managerial personnel in the reimbursable accounting 
area, such as the various clerks and budget analysts, and 
the Labor Branch personnel will continue to use the same 
reports and data under direct funding as they have under the 
current system. Since non-DoN research will be conducted on 
a reimbursable basis, as it is presently, the procedures 
used to account for these projects will not be affected by 
the fact that DoN research will be directly funded. The 
reports employed by the reimbursable accounting and Labor 
Branch personnel! were previously addressed in Chapter I|!1., 
subsections B. and C. of this thesis. 


Fersonnel assigned to accounting for the directly runded 


research accounts will require data similar to those  hand- 
ling reimbursable research job orders. However, the data 
entry rormat and reports employed will be those used with 


UPBUD monies, rather than reimbursable funds. The procedures 
which are currently used for the UPBUD and wil! be used in 


FYS& under direct funding of research are as follows: 


Le Stanadite joo Orders are Initiated tor the UPBUD at the 
beginning of the fiscal year and as required by emer- 
gent needs. Each department is assigned an LMC ana 


certain seria! numbers fror use with their documents. 
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When documents are received by the Comptroller’s 
Otfice, they are reviewed against the Daily LMC 
Balance report to ensure that sufficient funds remain 
in the OPTAR. The accounting data are checked for 
completeness and correctness, and the job order number 
is compared against the item being ordered to ensure 
that the proper expense element is charged. 


tha 


Se The document is then input into the memorandum ac- 
counts and the IDA-[IIB, indicating its status as a 
commitment, an obligation or an expenditure. Analysts 


verify the accuracy of their data input by comparing 
each document to the WANG’S Daily Post Report and the 
IDA-~-[1B Totals by Transactions Report. 

a. Accounts are balanced on a monthly basis. and OPTAR 
Reports are then generated for each LMC on the WANG 
and compared to the Document Control File and the Job 
Cost Status Report. 

be AUTHORIZED ACCOUNTING ACTIVITY 

NSC Oakland is charged with maintaining the official 
accounting records ror NAVPGSCUL, liquidating its obliges 
tions and providing financial reports to NAVPGSCOL and 
Senior asctivities. AAA reports NAVPGSCUL’sS accounting 
Status to its major claimant. Field Support AcGtivity Geese 
Using the NAVCOUMPT cl7l and NAVCUMPT 199. ee ene ee 

AAA provides the Report of Reimbursable Status (NAVCOMPT 
wjlds) to reimbursable Research Sponsors. indicating the 
amount originally authorized, the réimbursements earned, and 
the reimbursements billed to date tor a particular account. 
The ditterence between the amount earned and billed intorms 
the sponsor or amounts which will be billed in the future, 


Via Vouchers tor Disbursement and/or Collection (NAVCUOMPT 


ee eee CR tee ae) 
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AAA be not a Senior activity in NAVPGSCOL’s chain of 
command. It does not take action concerning any discrep- 
ancies between the amounts actually obligated and those 
avallable for obligation. [ft is simply a service activity, 
centralizing the accounting, reporting and "bill paying" 
momections. Its information needs are therefore limited to 
the actual transactional] data required for it to perform its 
tiduciary duties. 

AAA requires detailed intormation on all NAVPGSCOL job 
orders, LMC’s and transactions in order to initiate and 
maintain it’s records. Reimbursable job orders must be 
accepted and entered into IDA-!11B before costs can be input. 
meee SUDSection B.l.a. and B.1.5. in Chapter !11].)9 In the 
case of OPBUD funds. however, costs are accumulated via 
meamalne job Orders which all of the LMC’s utilize. Hence. 
account initiation is not required. AAA obtains transaction 
data via the [DA-II1B online terminals in the case or travel 
and purchases and via time cards, labor cards and the 


Faculty Certirication Letter for labor data. 


E. Bese ARCH SPUNSUORS 

Under direct tunding, DoN sponsors will need to be aware 
tor planning purposes of their particular allocated share or 
research errort and the costs or approved proposals. Soon — 


sors will be notified of their allocated level by NAVPGSCUL, 
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will subsequently review and approve as many NAVPGSCOL pro- 
posals as their needs and allocation permit, and aie then 
monitor the progress of those projects. Alternatively, DoN 
activities will be able to Support emergent research needs 
by doing a functional transfer of funds during the POM 
process, wherein NAVPGSCOL’s OPBUD will be increased and a 
commensurate decrease will be seen in the sponsor’s funding 
level. In both of these instances, the funds will not be 
recoverable by the sponsor. 

In the case or research performed on a reimbursable 
basis, sponsors provide the funds which are required to 
accomplish the research project. Upon NAVFPGSCOL’s accept- 
ance of those funds, financial responsibility for the execu- 
tion of the eprejece is transferred from the sponsor to the 
school. These monies can be reclaimed, if unobligated, by 
the sponsor. 

The Director or Research Administration and five or the 
most active FPIl’s were asked to describe the nature of re- 
quests ror accounting information which have been received 
in the past from research sponsors. Two Pl’s stated that 
they nave never received a request for accounting introrma- 
tion concerning a project from a sponsor, while the others 
described such requests as fare events. The Director or 
Research Administration estimated that he is aware of 


approximately ten inquiries made to the RAU annually. 
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Pi’s related the tollowing reasons sponsors cited for 
needing financial data: 

a. As noted in subsection D. of this chapter, AAA 
provides monthly Reports of Reimbursable Status 
(NAVCUMPT 2193) to sponsors. Since these reports 
describe expenditures rather than obligations, they 
provide a misleading account status. Two PI’s noted 
that sponsors had occasionally become concerned with 
an apparent lack of project progress, based on the 
amount of funds expended on the AAA report. In these 
cases, the concern had primarily been that the project 
completion date be met, not on the total funds 
expended. 

Bi Une Pi stated that. if he requested that a project 
receive additional funding, the sponsor might inguire 
as to the way he planned to spend his current funding. 
This was perceived as attempt on the part of the 
sponsor to veriry the need for the new funds. 

e. One Pil had been approached by his sponsor to determine 
if any tftunds would be in excess, so that the sponsor 
could reclaim the monies for alternate purposes. 

The proressors interviewed did not know or any occasion 
in which a sponsor had specifically asked for a report 
displaying each transaction to demonstrate how funds had 
been used. However, the RAO report was provided to any 
sponsor who requested 4a report showing the Tinancial status 
Of its project. Alternatively. sponsors would ask F!I’s tor 
Baaemeurrent= “bottom line“ total. 

In short, reimbursable research sponsors have not 
generally been concerned in the past with the actual expend- 
itures but, rather. with receiving the contracted end pro- 


fuet. Specitic accounting inrormation has not been requested 


ma tme Yast majority of cases. Evidently. sponsors 


ey 


presently require little or no information concerning the 
execution ofr projects for which they have provided the 
funding. [t can reasonably be assumed that sponsors will 
have even fewer data requirements regarding the way in which 
direct funded research projects are being carried out, since 
the trunds will not be controllable by them. NAVPGSCOL should 
theretore anticipate questions oriented towards the state of 
completion or the project from both reimbursable and direct 
funded research sponsors. Additional inquiries regarding the 
bottom line total should be expected from the reimbursable 


research sponsors. 


Ea. ACTIVITIES INDIRECTLY CONCERNED Wi TH@RESESRCH 
1. POM Process. 

As discusséd in Chapter IV of this thesis, numerous 
activities, such as the resource sponsor, PUM participants, 
NAVCOMPT, SECNAYV, CNG, and CMU will be concerned with deter- 
Mining the appropriate amount of resources to devote to the 
NAVPGSCOUL research program. During the FUM process, the 
tocus will be on the total resources required to support the 
peogram, rather than on individual research projects. 


Hence, program estimates submitted by FSA (based on NAVFGSCOL 


input; will be wsed to make tradéeorrs between alternative 
programs. [Ret ip ae eal) 


KS 


Bees Budget Formulation. 

Program estimates submitted by major claimants are 
translated into budget estimates during the NAVCOMPT review 
process. CRer. 3/7:p. 9] NAVCOMPT Budget Analysts will 
therefore review FSA’s budget submission to ensure that the 
estimated costs of each program are in accordance with the 
OMB and POM guidance, that programs are priced appropri- 
ately, and that they are executable. (Ref. 36] 

Consistency between the documented costs of a pro- 
gram and the estimated costs is critical. Cost perrormance 
data concerning the amount of resources budgeted and abli- 
gated and outlay rates in the previous year and the pro- 
gram’s past performance in relation with its spending plan 
are also considered during this process. Generally the 
decisions made are based on information which has been 
Soecained in some form from the activity itseif. such as 
previous budget submission exhibits. (CkRef. sol 

Budget Marks, or adjustments, are made on the basis 
or the Budget Analyst’s estimate or the actual costs of a 
pro. ram. Nencewmeaiweacelvi ty S faigdure to properly justiry 
mae costs of A program will resuit in its funds being cut. 
These Marks are subject to reclama: that is to say, they may 


be appealed on the basis of additional arguments. 
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Sy: Budget Execution. 

FSA requires AAA to report NAVPGSCOL’s financial 
status to it on a monthly basis. As noted in subsection D. 
or this chapter, this is accomplished through the NAVCUMPT 
2171 and the NAVCOMPT 2199 reports, which aggregate data on 
the activity level. Ckef. 34] Additionally, FSA maintains a 
detailed spending plan (NAVCOMPT 2179-1) for each activity 
in its claimancy. FSA retains these data at its level and 
reports the aggregate spending status of all the activities 
in its major claimancy to NAVCOMPT. This financial report 
is prepared at the allocation level, rather than for any 
ParticuVar actrv1lt.. CRer. 35] 

NAVCOMPT utilizes the reports it receives from tne 
major claimancies to combine accounting data trrom the 
various allocations. in order to give appropriation level 
repos ts (toe vse. CReT 2 oss NAVCOMPT also may require more 
detailed accounting information to perrorm its Sud Ywetag, 
FUNSeE Toms. Ir, ror @xample, speciric details concerning 
tne execution ot NAVPGSCOL’s researcn program were required 
by any command more senior than FSA, that command would be 
undble to extract these details fremVmtne vepor coer: fee 
ceives. FSA would be queried and would probably nave to 
contact AAA or NAVPGSCOL to obtain the necessary facts. 


wees Sls 3 
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Data can be thus be obtained at the desired level of 
detall to meet various users’ needs. However, the reports 
generated become more general as the data are aggregated by 
more senior commands. Hence, NAVPGSCUL must maintain local 
memorandum records and an audit trail in sufficient detail 
to answer both its own needs and other activities’ emergent 
questions. 

During budget execution, FSA will compare NAV- 
PGSCOL’s actual reported expenditures against its spending 
plan (NAVCUMPT 2179-1) and explore the reasons for 
Variances. Similarly, the NAVCOMPT Budget Analyst assigned 
to monitor FSA will track the claimancy’s perrormance. 
Failure to expend U&M.N funds as planned can result ina 
eeallocation ofr resources by higher authority. Hence, some 
mutually acceptable measure oft research performance, coupied 


W1th prompt reprogramming or research erfort wnen necessary, 


Will be important to ensure NAVFGSCOL’s researcn program is 
executed at its planned level. CRer. 30] Table 1 presents a 


Summary or tne various user’s intormation needs. 
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TABLE 1. SURVEY OF USER NEEDS 


Unobligated balance of 
funds 


Transactions and labor 
charged to account 
(individual) 

Funds Expiration Date 


Transactions with non- 
final prices 


Total buffer funds withheld 


Funds available for Expend- 
iture (balance less buffer) 


Document Identification 
Number 


Document Processing Status 
Required Delivery Date 
Total labor reservation 


Changes to status of item 
listed sequentially 


Weekly reports (mid-May 
through FY-end) 
Timely price change updates 


Changes to status of item 
aggregated 


PI AA DC RAQ COM AAA RS* 


a ES x x x 
x x x x x 
Xx x x Xx x 


x Xx x x X 
Xx x 

x 

X Xx 

Xx 

X 
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TABLE 1. SURVEY OF USER NEEDS (cont.) 


SGee Pi AA DC RAQ COM AAA 
Line item status for each 
budget page category x 
Report formated like the 
budget page . x 
Total Budgeted, 
obligated, and expended 
funds X 


Reports frequency tied to 
spending pace X 


Support and Faculty labor 
shown separately : x x 


Budget pages and proposal 
modifications » 4 ».¢ x X x 


Source of funds and 
restrictions x n X a6 ms X 


LMC or Reimbursable Account 
Number x X x x x 


Labor as it is expended x X 


Aggregated data from 
Official Records X 


Specific details as 
needed X 


Labor as it is committed x 


Where: COM=Comptroller; RS=Research Sponsor; SC=Senior Commands; 


PI=Principle Investigator; AAz=Administrative Assistant; 
DC=Department Chairmen; RAO=Research Administration Office; 
and AAA=dAuthorized Accounting Activity. 


* Highly unusual. Information generally not requested. 
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VI. ANALYSIS AND RECOMMENDATIONS 


The objective of this thesis is to determine the most 
userul. etricient and cost effective method to account for 
research monies at NAVPGSCOL. This chapter will, there- 
tore, address: 

A. Official accounting system, 
EB. Memorandum accounting system, 
Ce Department memorandum accounting system, 


De Urganizational structure, 


ES Internal controls. and 
Ee Interna! Review. 
Each recommendation will be preceded by a brier description 


of the current practice and followed by a discussion which 


is relevant to that particular recommendation. 


ae UPF ICYTAR ACCOUNTING SiS lei 
1. Use of the RMS by AAA 
Research and other reimbursable accounting data are 
presently encoded so that the orficial records maintained by 
AAA can summarize aiken moumeetene accounts, but reports 
cannot be generated solely for researcn. Decisions will bBe 
made during the POM process concerning directly funded re- 


search wnich will require sucn intormation. Hence, this 


researcher examined the possibility of devising a new system 
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Or accounts tor official record keeping purposes, which 


might be more responsive to user needs than the RMS system. 


RECOMMENDATION 1: 


NAVPGSCUL should continue to use the RMS accounting system 
and the IDA-IIB software package. 


"Ashore Naval Commands employing O&M,N resources are 
reguired to budget, account, manage and report these resour- 
Ses Uneer RMS." CRer. 7:p. D-17] Deviations from this 
requirement may be accomplished through the concurrent ap- 
Smeovea! Of the major claimant, Ottice oft the CNO, and NAVCOMPT. 
Meet. S:pp. 1-9i However, the difficulties noted currently 
in compiling research accounting data can be resolved more 
expeditiously, by simply revising the encoding system. 

PWeswkiis system is a powertul accounting tool. Replacing 
RMS on a local level would require greater quantities of 
labor than NAVPGSCUOL possesses and would create furthner 
integration problems with tne remainder of the DON account- 
ing system. 

z. Changes _ to the Accounting Data _Encoding Method 

There® are three possible methods or identitying 
research accounting data separately in RMS. Each is dis- 
cussed brierly below, and one is recommended. 

a. Wt teineg a SAG for Research. 

Utilicing a separate SAG would allow data to be 


compiled under the functional area of Mission. Research. 
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Research accounting information would be displayed vertical- 
ly in a single column on Roe: UMk "C"™ Report. (See Figure 
ec. Total research expenses would appear in the bottom 
line of the research column. As this report can be prepared 
on the responsibility center level (the total research pro- 
gram) or the cost center level (the research effort of a 
particular department), it would answer the Comptroller’s 
and senior activities’ information needs. 

This option would necessitate that NAVPGSCOL 
request approval from CND to employ a new SAG. Since LMC’s 
are currently assigned at the cost center level (i.e., by 
Academic Department), this would still require that new 
LMC’s also be emploved tor each account. 

De Utititizing a New UIC for Research. 

Employing a new UIC for reséarch would effec- 
tively make the research function a Separate activity for 
accounting purposes, rather than part of NAVPGSCOL. in 
this case, tunds would be received on a separate Resource 
Authorization CNAVCOMP 7 =2res— i, Expenses would be reported 
on the UMR “C" Report for the research UIC, as 15 presently 
gone in the case or tenant commands. 

Employing a new UIC would also serve manage- 
ment’s need to aggregate research accounting data separ- 


ately. However, wse2 or more than one VIC to identiry a 
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command is not encouraged, unless it is the only way to meet 
a command’s requirements. Prete ( Spi 2-74 
Cu Utilizing New LMC’s for each. 

Employing new LMC’s would enable NAVPGSCUL to 
aggregate research accounting intormation according to the 
location or the spending. Fach research account would be 
assigned a separate LMC and tracked in a manner similar to 
an UPTAR. The UMR "CC" Report could then be prepared tor 
that particular research account, all of the accounts in a 
department, or all or the departments (i.e., the total 
research program). 

An additional benetit can be recognized by 
incorporating unique characters for research into the exis- 
ting LMc system. This would allow personnel to readily 
dirrerentiate researcn transactions rrom non-researcn 
UFBUD and reimbursable transactions. Curr mcs, Che ee tter 
Meesetor reimbursable and a two dimit alpha code, which 
Bemeresponds to the Fil tnot an LHUdeeis incorporated ints the 
job ordér number ofr all research reimbursables. mans num 
bering system is designed to enabie personnei to detect the 
source or any accounting errors which may result from reim- 
bursable expenses being charged to tne scnool’s UFBUD. Using 


the new LHC’s in research reimbursable job orders in place 


ey 


of the the current two digit PI alpha code would be consis- 
tent with the structure of reimbursable job order numbers 
yet would identify the LMC to which costs are being charged. 
Job orders used with the OPBUD are structured 
ditrterently from reimbursable orders. Five-digit standing 
job order numbers are used with the OPBUD, where the second 
and third digits are the alpha characters from the appro- 
priate LMC. Currently, the LMC’s are assigned at the depart- 
ment ltevel, rather than for individual! PI's. [ft new LMC’s 
were assigned so that the alpha characters were unique to 
research. it would enable personne! to visually differen- 
tiate on reports between the costs charged to standing job 


orders for research LHMC’s and non-researeh LC’ s- 


RECOMMENDATION 2: 


“~ ~*~ = 


NAVPGSCUL should revise its method of encoding accounting 
data. The LMC system shouid be redesigned ta aliow re- 
Search data to be aggregated. NAVPGSCOL should assign 
LMC’s so tnat there is no duplication between the alpna 
characters currently assigned, A-J. and the ones which 
will be used ror research. 

This option is prererred because it simply requires 
NAVPGSCOL to increase the existing LMC list to include each 
direct and reimbursable research account. This does not 
require external approval. Reports could then be prepared 
at the desired !evel of detail. Since the LMC would corres- 


pond to a given research account, all expenses rerlected on 


the UMR "C" Report would be associated solely with research. 
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Hence, this method would also yield the type orf data re- 
Guired by the Comptroller and senior activities. Utilizing 
unique alpha characters for research LMC’s will minimize 
potential contusion and enable personnel to identify re- 


search LMC’s separately from all other LMC’s. 


Be MEMORANDUM ACCOUNTING SYSTEMS 
is Use of LMC’s in NAVPGSCDOL’s Memorandum Accounts 

An activity’s memorandum accounts must be compatible 
with the AAA’s official system in order for management to be 
able to properly employ them. Document identitication num- 
bers and account codes used must, therefore, be the same. 

As stated in recommendation 1, the RMS system is the 
most @xpeditious method for AAA to perform NAVPGSCUL'’sS re- 
Search accounting. This is the system which is being used 
emorently. Hence, many of the procedures being employed can 
and should be continued with regards to the reimbursable 
mesearch accounts. However, procedures must be establisned 
moeaecioumt for the directly trunded research projects. as 


discussed below: 


RECOMMENDATION 3: 


=— =~ = 


NAVPGSCOL should employ the same data encoding mecnanism 
(1.@., LMC’'s) in the memorandum accounts as was recom- 
mended tor use by the AAA ‘Recommendation 2). 


This will ensure the compatibility and comparability orf 


reports turnished by AAA and by the memorandum system. 
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ia Computer and Software Considerations 


a. Dual Data Input to Official and Memorandum 
Records. 


The Comptroller’s memorandum records are cur- 
rently maintained on a WANG hard disk-drive computer. NAV- 
PGSCUL does not passess the sottware required to permit the 
WANG to interface with other computers. Hence, virtually the 
Same accounting information for travel and PR’s is entered 


separately into the IDA II-B and WANG. 


RECOMMENDATION 4: 
NAVPGSCOL should investigate the cost effectiveness of 
obtaining a computer system which is capable of inputting 
travel and purchases simultaneously to the official and 
memorandum accounting systems. 

The labor cost savings of entering data in this manner 
would be considerable. Moreover, the number of errors 
made snould deciine. At the very least. this would ensure 
the compatibility of data contained in the IDA and memo- 
randum systems. thereby enabling analysts to tind and cor- 
rect problems more readily. 

Means oft implementing this recommendation have been 
reviewed by NAVPGSCUL personnel in the past. Altnough tne 
current AIMS sortware package does not have the necessary 
capability. WANG Basic software could be used. However, 
time would be required to develop the programs. and this 


work would have to be performed by outside contractors at a 
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cost which was estimated to be approximately $25,000 at that 
time. [t was telt that a computer system (locally rererred 
to as an “Administrative Assistant") which would link the 
Comptroller’s Office, the Supply Department and the Research 
Administration Office was required. The WANG did not pos- 
sess the capacity ror this role. Since delivery ofr the WANG 
software was not anticipated to significantly precede the 
"Administrative Assistant", it was not considered cost 
Smemective to pursue it further. {Rer. 30] 

ae Transfer or Labor Data Between Wang Files. 

In the case of labor, data are entered into the 

WANG by Labor Branch personnel for payroll purposes. Upon 
receipt of the Transaction Listing from AAA, the actual 
labor entered into the [DA-IIB is compared to the WANG 
report previously generated by the Labor Branch. Labor data 
are then input on the basis ofr the Transaction Listing to 
each reimbursable research account by the budget analyst. 
The WANG is not presently programmed to allow personnel to 
input labor data to the Fayroll Budget File and then read 
Meeeomce verified against the Transaction Listing. into the 


maa vidual research reimbursable accounts. 
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Recommendation 5: 
NAVPGSCOL should make the necessary software adjustments 
required to allow labor data to be transferred between 
tiles in the WANG. 

The AIMS software package permits applications to ob- 
tain data needed in another file without redundant operator 
data entry, provided the appropriate files are linked. 
Currently, the Labor files associate the job order with the 
costs. Hence, a “double bounce" procedure, in which the 
computer would first search the disk to ensure a valid 
research job order exists and then post the appropriate 
account, is feasible. This would require some reprogramming 
to the WANG, but could be accomplished by NAVPGSCOL 
personnel. Thus, labor charges recorded in the Fayroll- 
Budget Master could be compared with the Transaction Listing 
received trom AAA. Those transactions which did not concur 
would be investigated further, while the remainder would be 
batch-posted, thereby avoiding dual entry ofr labor into the 
memorandum accounts and separate posting or each account. 
both or which procedures are time and labor intensive. 

SF Conversion or Memorandum Accounts to an unline system. 

A serious lack or integration or accounting inrorma- 
tion exists at present. Departments maintain their own 


accounts which they supplement with and compare to the RAU 


wWeport. However, frequently the data contained in depart- 
ment records do not concur with either the RAO’s or the 
Comptroller's data. 

Departments are ertfectively permitted to spend only 
the lesser of the RAU and the Comptroller’s account 
balances. This causes communication problems. Additionally, 
memmcemas to resuit in a duplication of accounting efforts. 
Departments respond by employing progressively more sophis- 
ticated accounting systems and becoming more detensively 
Oriented in their recordkeeping. As a result, excessive 
amounts of documentation are currently maintained by most 
departments. 

Personnel generally have terminals or [BM PC 
SGemputers with medems in their orfrfices,. which permit them to 
Pome tO the NAVPGSCOL IBM maintrame computer. Hence, if 
memorandum accounts were maintained on an [BM-compatible 
computer, 1t would be possible to conrigure the sortware to 
permit users to access accounts online on the current nara- 


Ware. 


RECOMMENDATION 6: 


NAVPGSCOL should use or, if necessary, Obtainmwa computer 
wnich is compatible with existing modems and terminals for 
memorandum accounting purposes and implement a read-oniy 


capability ror users. Modems should be employed to allow 
sees co access accounts Via Fru’s. Passwords should be 
Momwisecanto ensure tne confidentiality of accounts. so 
Saaemomly,  tme Pi, his department chairman, KAU and Comp- 
troller’s Ufrice personne! would be able to access a given 
aceoun ct . 
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Widespread interest in employing an online database for 
research accounting data exists at NAVPGSCOL. This would 
permit the various users to access a single presentation or 
the most up-to-date information, while decreasing the re- 
quired frequency of hard-copy reports. However. it is 
important to protect the security of the information in an 
online database. Hence. only Comptroller Office personne! 
should be authorized to enter data into the system, and only 
those individuals who will actually use an account status 
(department chairmen, the Pl and RAO) should be able to 
Obterhn it Pi’s would have a password for their account. 
whereas chairmen would hold a master password for the ali of 
the accounts hela by PIs) iy thelr cepa, mene. RAD would 
nave access to all accounts. 

4a. Research Report Design 

ae Format 
A res@éarcn report such as the one presently 
prepared by RAG contains the necessary level or detail tor 
Fi's and Administrative Assistants. However. to properly 
address Department Chairmen’s needs requires & report frormat 
which compares actual spending to the amount originally 
budgeted. This aliows the manager to appraise the extent to 


whlicn the project is meating its spending plan. 
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RECOMMENDATION 7: 
The Comptroller’s Oftice should prepare research reports 
for PI’s and Administrative Assistants which are substan- 
tially the same in design and format as the current RAO 
Research Report. As direct funding is implemented, de- 
sired changes to the format may be made. Department 
Chairmen should receive an additional report prepared in 
budget format. (See Figure 26.) Research Sponsors should 
be provided an account bottom line status upon request, 
and, if a financial report is required, these data should 
be presented in the Department Chairman’s reporting format 
(Eigure <6). 

Conversely, the information needs of activities senior 
in the chain of command to NAVPGSCOL, such as the major 
claimant, NAVCUMPT, and POM participants, are met by reports 
generated directly by AAA. Implementation of the previously 
recommended change to the data encoding method will enable 
AAA to produce suitable aggregations or research accounting 
mirarmation. 

ann Types of Funds 

Reimbursable tunds are accounted for in the &MS 

system so tnat the costs of both expense and investment 
items are ineluded together in the account. Expense? lmirerm- 
ation can be displayed for both direct and reimbursable 
research accounts by using the UMR "C" Report. Managers can 
thus compare the spending plan against budget execution. 
PeworUnas, On the other hand. cannot be accounted ror in 
Pioewemence, the UMR "C" Report wild mot reflect all the 


costs accumulated tor a particular direct-fundeda research 


Boo vect. 
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RECOMMENDATION 8&: 
NAVPGSCOL should design its tocaily prepared Research 
Reports to include appropriate OP,N expenditures, so that 
users are made aware or the total status ofr the research 
project ina single format. 

Research accounting reports are prepared to answer 
user’s intrormation needs. While the memorandum accounts 
must maintain separation between the O&M.N and UOP.N costs. 
reports should not exclude one or the other but should 
present both in the budget page and detailed formats pre- 
viously described. The research reports would be reconcil- 
able to the orricial reports. However, Comptroller’s Utfrice 
personnel would not, typically, have any need to do so, 
Since the latter would be purely sresearcners’ managerial 
memorts. Reconciliation ofr the two reports could be accom- 
Paeeosmed Oy summing LhcC’s DP.N expenditures with the total 
Epopenses retlected on the LMC’s UMR “"cC™" Report. 

= MeScOmelmuation OF Accounts. 

Beato recov iieced that AAA'’S periodic reports are 
insufTricient ror manazerial purposes. Hence, all Navy 
aAStivities aré encouraged to maintain supplemental record's. 
containing sufficient detail to allow them to obtain the 
true remaining balance in a funds authorization by comparing 
the periodic AAA report with documents submitted subsequent- 
biy [t iS not necessary, however, to maintain two such sets 


Sr accounts. Research memorandum accounts or similar 
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purpose and detail are presently maintained by both the RAO 


and the Comptrollier’s Office. 


RECOMMENDATION 9: 
The memorandum accounts presently being maintained by RAO 
should be phased out as the Comptroller’s records are 
modified to provide the information described in 
Recommendation /7. 

Sophisticated memorandum accounts are generally insti- 
tuted when the formal system fails to provide timely reports 
or otherwise does not answer user needs. (Ref. 38:pp. 92-93] 
The NAVCOMPT Manual (CRef. 10] specifically addresses this 
issue, stating that any expansion of accounts beyond the 
basic requirements should not assume the fiscal office’s 
accounting responsibilities. [t further directs that ™... 
any expansion of memorandum records caused by inaccurate 


reports should be allowed to exist only as long as it is 


needed to enable the tfiscal office to improve the quality of 


lts reports... WGret. lO? pp esses 

The “orticial™ memorandum accounts at NAVPGSCOL are 
maintained by the Comptroller’s Uffice. RAU should now 
thererore:, duplicate the Comptroller’s accounts for any 


longer than it is necessary to ensure that those secon are 
adequate to meet users’ research related intormation needs. 
Froplems were noted during the recent audit, as stated in 
Chapter IIil. However, the personne! shortage which contri- 


buted to those dirriculties nas been corrected. Hence, an 


ES): 


appropriate date should be established, by which time the 
Comptroller’s Office will be ready to meet researcher’s 
inrormation needs. The accounting functions should be 


paralleled until the RAQ’s records are no longer required. 


ae DEPARTMENTAL MEMORANDUM ACCOUNT SYSTEM 


There are presently many variations in departmental 


recordkeeping methods. Most departments maintain more docu- 
mentation than is necessary. lt is common for departments 
to hold photocopies or all paperwork associated with ac- 


counts, including internally generated forms. 


RECOMMENDATION 10:3 


All departments should retain the forwarded copy of each 
travel order prepared by the Travel Order Ofrice, the pink 
copy or every FR, all purchase orders. and warenouse 


receipts. by resé@arch account. Departments shoula show tine 
Status or each transaction on the appropriate account’s 
log sneets. 

Retaining photocopies or all paperwork submitted, in- 
cluding worksheets. is a common practice on the departmen- 
tal level. This is both unnecessary and inordinately 
expensive. It is important that record maintenance be Stan- 
dardized to ensure unirormity or recordkeeping and a proper 


audit trail. without duplicating the memorandum accounting 


punetion. 


D. ORGANIZATIONAL STRUCTURE 
ie Document Screening 

Travel orders and PR’s are presently screened by the 
RAOQ’s Research Administration Assistant. Having ensured on 
the basis or the RAU accounts that the documents are pre- 
pared correctly and that sufficient funds remain, she for- 
wards them to the Comptroller’s Office. The Research 
Administration Assistant’s reviewing efforts are then dupli- 
cated by the Travel Clerk and Edit Clerk, who re-verify the 


documents against the Comptroller’s records. 


RECOMMENDATION 11: 
Duplicative screening processes should be discontinued. 
Research travel orders and PR’s should be reviewed against 
the research proposal budzget page and the Comptroller's 
records. This function should be pertrormed by the 
Research Administrative Assistant. 

Dual document screening constitutes an unnecessary 
expense. As the Research Administration Assistant is very 
Tamiliar with the various budget pages. PI’s and depart- 
ments. she 1s far more likely to detect any errors. More- 
over. she has been the long-term point of contact between 
the Academic Departments and the Comptrolier’s Utfrice and. 


SO, 1S adept at interacting with both and providing intorma- 


tion support for researchers. 


Les Travel Order Preparation 


Travel orders are prepared separately by each de- 


partment. While some departments have centralized this 
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function, others expect any ofr their secretaries to prepare 
travel orders as required. There is a general lack of 
familiarity with the proper procedures on the part of the 
numerous individuals who prepare orders infrequently. This 
results in many travel orders being prepared incorrectly and 
further manhours being expended in correcting and rerouting 


paperwork. 


RECOMMENDATION 12:3 
Research Travel Orders should be prepared by a group oft 
people who are trained in the proper procedures and 
centrally located. 
Some departments currently employ internal travel work- 
sheets. trom which travel orders are prepared. (See Figure 


-_— 
é 


ae, [In addition. the Comptroller requires a dirrerent 
Mmeeve! Worksheet tor audit trail purposes. (See Figure 28.) 
A Single worksneet could be implemented ror all research 
travel orders which would serve both purposes. (See kRecom- 
mendation 14.) 

The worksheet would be prepared by the department, ap- 
Brevead by the Chairman. and trorwarded to the Travel Uffice. 
meen Completion or the Grders. a copy would be provided ror 


the department files, while the remaining copies would be 


Processed through tnhewsystem. 
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TRAVEL WORKSHEET 


Please note that travel requests should be submitted at least 10 days 
prior to departure date; 15 days prior if you want an advance. 


DATE OF REQUEST 


Name: Titre: 
SSN: Office Phone # 


Type of orders: Single / Group / Invititational (IT0) / Fund Cite 
/No Cost To Government 


Do you plan to drive to your destination? YES NO 
Destination: 


Desired date/time of departure 
Desired date/time of return 


Purpose of travel: 


I!!!PLEASE DO NOT MAKE RESERVATIONS WITH INDIVIDUAL AIRLINES! !!! 
FILL OUT ATTACHED PRR FORM 


PLEASE MAKE RESERVATIONS RESERVATIONS ARE MADE 
Airline SATO 

Rental Car Rental car 

*Hotel #1 Hotel 


#2 NAME 
#3 Phone # 





** Request authorization for use of TAXI / LIMO / POV in and around TDY 
area. No authorization needed for transporation to/from airports. 


Funding: Cost Code/Job Order No. Seg: 


Registration fee required? YES/NO $ (Refer to memo 9 Oct 85) 
Date fee required by 


Advance required? Yes / No (Will be ISSUED 2 days prior to date of de- 
parture unless otherwise requested) 


*Utilization of government quarters required, if available, when 
traveling to another government post /installation, otherwise orders 
must be stamped to indicate nonavailable. 


Any special or unusual arrangements should be brought to the attention 
of the travel clerk BEFORE travel orders are processed. 


Figure 27. Travel Worksheet (Departmental) 


eZ 


TRAVEL REQUEST FORM 


- Mame: SSN: 





Departmenc: 





Dacee of Travel: 











Icinerary: 




















‘ 
as 
. 


Annual Leave Desired: 


Purpose: 




















Juscificacion: 








Funding Source for All of Travel: 

















Splic Accouncing: 

















ad ~ 


~ _on- ¥ Justification tor Week-end Travel: 














(Traveler's Signature) 





ITINERARY: Include all scheduled stops on travel. 
ANNUAL LEAVE DESIRED: Lise all annual Leave caken in conjunccion with cravel. 


PURPOSE: Complete explanacion of travel, including whether ¢rcavel is Mission 
or Administracive. 


JUSTIFICATION: Provide che benefics co DOD/Navy/NPS as a resule of che cravel. 
If No Cose Travel, provide juscificacion for travel on Covernment 


time. 
SPLIT ACCOUNTING: Prorace 2 between Research and O&MN. If splice accouncing 
provides less chan 102 of prorated cravel, chen splic 
accounting will noc be used. 


FOR FURTHER INFORMATION REFER TO NAVPCSCOLINST 4650.4A. 


Figure 28. Travel Request Form 
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El Data Entry Personnel. 

Generally, accounting data concerning purchases and 
travel are now input by the Supervisory Fiscal Analyst, 
Reimbursables (SFA,R?) personnel into the IDA-IIB system for 
each reimbursable account and by Supervisory Fiscal Analyst, 
Uperating Budget and Accounting (SFA, UPBUD) personnel by 
LMC tor OFBUD expenses. All accounting data are input by the 
respective ortfices for the local memorandum accounts. 

There are, however, definite managerial advantages to 
consolidating all research accounting within the same or- 
tice. Managerial oversight of the total costs of the re- 
Search program 1s simplified. Moreover, Support ofr researcn 
personnel’s intormation needs is improved by having a Single 


DONE Ste seneace: 


RECOMMENDATION 13: 
Directiy runded research accounts should be maintained by 
the personnel assigned to the SFA.R office. rather than 
the SEA ure. 

As the hardware and software used in both the orricial! 
and mémorandum systems to account for reimbursabies 15 the 
Same as that used tor the JPSUD, this recommendation could 
be réadily implemented. Since the procedures used te Tippee 
imrormation into the systems dittrer. Nowever, personnel 


retraining would be required. A separation or duties between 


personnel perrorming accounting duties for directly tundeg 
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and reimbursable accounts would be advisable to minimize 


errors. 


=e INTERNAL CONTROLS 
is Sateguarding Travel Order Worksheets. 
Recommendation 12 advocated establishment of a 
Travel Order Office which would use worksheets to prepare 
orders. This procedure would require, however, that 


internal controls be instituted as follows: 


RECOMMENDATION 14: 
Departments should be issued pre-serialized travel work- 
Sheets by the Travel Office. fhemiocatienweteeach work- 
Sheet would be recorded in the department and Travel 
Bitetel cew logs. All travel worksheets would require the 
Chairman's approval prior to submission. Travel woark- 
sheets would accompany the orders until the Deputy UComp- 
troller’s final signature was obtained and then be 
retained in the Comptroiler’s Office for audit purposes. 
The travel worksneet will be the document approved bv 
the Department Cnairmen. Hence —ebcamust be properly sat e- 
guarded to é@énsure that unauthorized travel orders and not 
prepared. Using a system or pre-seriaiized and logged work- 
sheets. as described. would allow thé completeness ana 
wapiaGity Of travel to be veriried. 
ae Purchase Kequisition Approval Frocess. 
Maat ls Presently no UWhikrorm procedure ror FR ap- 


proval. In some departments. the Chairman signs ali FR’s, 


whereas in others the PI has approval authorization. 


LSS 


RECOMMENDATION 15:3 


Department Chairmen should review and sign all purchase 
requisitions. 


Chairmen are responsible for monitoring the propriety of 
spending within their departments. They should, therefore, 
either approve all research purchases within their depart- 
ments or specifically delegate this responsibility to the 
Fi’s. This practice allows chairmen to monitor the priority 
assigned to the PR and the appropriateness of the item being 


obtained. 


oe INTERNAL REVIEW 

Recent audits reveal a need for increased accuracy in 
research accounts. The magnitude of the funds involved, 
coupled with the large number or accounts and the entrepre- 
nurial nature of research, causes this to be a potentially 
Vulnerable ares. Researcn snould theretrore be closely 


reviewed. 


RECOMMENDATION 16: 
A statistically valid sample or accounts and research 
transactions should be internally audited annually. This 
review should be conducted over the course or the entire 
tiscal year. 
By spreading the review process over time. any disrup- 
tive efrects on the Comptroller’s Urrice will be Minimpzece 


and the [nternal Review Stafr’s workload will be balanced. 


Additionally, any time periods in which records have a 


TGS 


higher or lower accuracy rate due to fluctuations in the 


workload will be identitied promptly. 


G. AREAS MERITING FURTHER STUDY 

RAO currently ensures that funds are not overobligated 
by maintaining a 10% buffer fund until the final cost of a 
transaction is determined. This percentage has been in 
ettect tor approximately 10 years and is not tied to intfla- 
tion or any other external factor. 

While it is entirely appropriate to maintain a burfer, 
it is questionable whether or not it should be continued in 
the same amount as at present. The method used by the 
Comptroller to sareguard the OPBUD is to estimate the tfrunds 
which will be required for price changes in July. Samu) = 
meameously. he Will be reallocating resources trom UPTARS 
throughout the command in an effort to maximize NAVPGSCUL’s 
programs. Surricient funds to liquidate these estimated 
price changes is administratively oblizgated at the end of 
the riscal year when the accounts are closed out. Given 
that the DoN research efrort will be trunded on a direct 
basis in ruture. the Comptroller’s procedure mignt be more 
aepropriate. Additionally, the 10% figure should be add- 
ressed. Studies of actual price changes should be made to 
determine a realistic reserve percentage. I]t iS important 
mmeeeNAYVPGoCUL utilize its researeh funds as efriciently and 


£ 
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etrectively as possible. Failure to meet an acceptable 
spending rate could be cause for funds being reallocated to 


other commands by senior activities at Mid-year Review. 


ale CONCLUSIONS 

NAVPGSCOL will undergo organizational change as a result 
of direct funding. In order to maintain accurate and timely 
records, while meeting the needs or the many research related 
parties. revisions to the existing memorandum accounting 
system are required. {[mplementation or the recommendations 
Stated in this thesis will enable NAVPGSCOL to achieve a 


more erticient system of accounts. 
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